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US Court Aucti ; 
¥ “Asia Realty Stock: 
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Mr. Nelson E. Lurion, bidding as legal representative for Messrs. 
F¥,. P. Bills and G. Bourne, purchased, subject to approval, the Asia 
Realty Company stock (in bankruptcy) in the US. Court for China 
this morning, when he made the highest offer, $1,745,000, in the 
special auction held before Dr. George Sellet, liquidator for the 
bankrupt concern. 

The purchase remams to be legally agreed upon by the US. 
Court for China, and for this purpose a hearing will take place be- 
fore Judge Milton J. Helmick in the carly part of January. 

Mr. N. F. Allman, acting as principal of an intending group of 
purchasers. and Mr. N. B. Lurton, were the oniy two parties taking 
part in this morning’s auction. 

Wnder a court order the starting price of bidding was fixed at 
31,650.000, offers being slowly raised by the two parties until the 
nighes. was reached at $1,745,000. offered by Mr. Lurton. 
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Defunct Bank’s 
—Chunct Dank 's 


Nebts ls Scheduled Va | 
Regin Today 


Teginnine today, the ADV IETG =} 
Oriental Banking Corporation n 
Mewidstions will pay sixth Loui-j 
dation dividend, amounting: to five 
per cont of allcwed claims, to 
depesiters and other creditors of} 
the bent. it was announced yes- 
terdav by Mr. I. G. Nelson. Deputy 
Reeciver of the firm. 

About 5.200 cheels vecessary for 
the rayment of this dividend have 
keen prenared. amountine tn an- 
Droximately C.N.S758.000, AN chectss 
ere drawn on The Chase Bank, 
corner of Nenking ard Sz>chuen 
Roads, Shanchai. and are dated 
September 11, 1929. 

Checks for Shanghai depositors 
and ereditors will be mailed at the 
rate cf cpnroximately 400 per day 
until all ehecks have been mailed. 
AN checks for ¢epositors and ere- 
ditors of the Tientsin branch of 
the Bank wer? mailed in Shanzhai 
vesterday, Checks fcr depositors 
ant creditors in other Places in 
Cina and in fortien countries 
will bo mailed during this weel:. 

The American-Oriental Banking 
Cernoration paid a first dividend of 
7'2 to depssitors and other eredi- 
tors cf the Bank during the month) 
sf December, 1935, a second of j 
0°: during the month of June, | 
1926. aq third of 5° during the 
menth ef December, 1926. a fourth 
of % durine the month of May, 
1827. and a fifth of 5% during the 
month of February. 1938, making 
a total, with this one. of 3712%. 

The dividend now b2ing paid 
tmcev be the last, but it is possible 
“that a further small dividend will 
de naid. 

With reference to the lquidation 
vroceedings of the American-Orien- 
tal Finance Cormoration pending 
in the United States Court fer 
China. it will be recalled that in 
April, 1937, the Liquidator. pur- 
suant to court order. paid to 73 
creditcrs whese claims had be2n 
‘allowed as Class “A” claims the 
full amount thereof after deduct- 
ing 8° as claimants’ share of the 
liquidation costs and exnensss, and 
to creditors whese claims had 
been allowed as Cless “B” claims 
a first liquidation dividend of 20% 
of the amounts thereof. Since 
then a number of disputed claims 
have been adjusted and additional 
collectizns have been made. It. is 
anticipated that a further dividend 
will b2 paid to Class “B" creditors 
1in the near future. 
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Defunet ULS. | 
Bank Declares 
More Dividend 


A.O.B.C. To Issue 5 5,200 


; Ch ecks To... Deposis 
Ors... Creditors | 


The Ameriean-Oriental Banking 
Curpecration, now in liquidation. 
will pay a fifth liquidation dividend 
of five per cent to depositors and 
cther creditors of the bank com- 
mencing today, it was announced 
-by Mr. H. G. Nelson, law ip hmeeall 
ef Dr. George Sellett, the liquidator. 
Since the latter’s absence in the 
United States, Mr. Nelson has been 
assisting in looking after the affairs 
of the liquidation. 

About 5,290 checks necessary for 
the payment of this dividend haves 
been prepared and the total sum io 
ibe paid out amounts to $375,000 in 
local currency. All checks are 
drawn on the Chase Bank, nQw at 
the corner of Nanking and Szechuen 
Roads. - 

Checks for depositors and other 

;creditors of the bank residing in 
ithe French Concession and the In- 
_ ternational Settlement of this city, 
‘excluding arens north of Soochow 
Cizek, will be meiled at the rate cf 
approximately 600 per day until ail; 
;ehecks are mailed, 

Cheeks for depositors and seein" 
ters residing in Tientsin, Peiping.! 
Tsingtao, Hcngkong and Canton as 
well as foreign countries, will also 
be mailed curing the currevt week.| 
Checks for depositors and ing | 


residing or formerly residing in 
places in Cifna other thin those 
mentioned, will be held at the offices; 
of the liquidator, 51 Canton Road, 
nending receligt of written instruc- 
{tions as to where delivery should 
be made. 

H Bank Closed In 1935 

| The Ameriean-Oriertal Banking 
Corporation closed its doors on May 
25. 1935. with only a few thousand 
doHars in actuzl cash in the vaults. 
Two other House of Raven firms, 
the American- Oriental Finance 
Corporation and the Raven Trust 

Company closed their doors at the fi 
‘same time, while the Asia Realty 
Company was forced into the hangs 
of a trustee. : 

Subsequent examination of thie 
books of the benk revealed that, 
there was scarcely enough moncy in 
the vaults to pay salaries, let alone 
make a payment to depositors and’ 
other ‘preferred creditors the sum 
total of whose clxims amounted tpg 
about £8.000.000. 54 

Mr. Frank Hough, head of 
R.C.A. Victor Company in. China, 
was appointed liquidator of the 
three defunct conccrns by Judge 
Milton J. -Helmigki in. the United 


Hointed to that post. “He also was 
made trustee of the “Asia Realty 
tage ome @ position also held by 
. Hough. 

' Fifth Payment 
Shortly after the business of 


less than $50 in full for the pur- 
nose of wiping them off the bocks. 
The sum required was about $60,090 
wad Mr.-Hough stated that if they/ 
were kept on the books, it wouldy 
“ake the same amount of moneysf 
for salaries and other overhead 
oats _to keep them there. 


rena eh ave et cent, during} 
in lend due to-j 
fan operation in’: Phi elphia, Dr. . : 
Sellet, who pat gas enarae “wil “be ‘the fitth. “te wintt: 
advisor - te. thie ~ liquidator, -was © 
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Briton Seeks 
| Money Lost 
In A.O.F.C. 


ey 
Attorneys in the case of Mr. 


Ernest Poskitt, British} versus Dr. jf 
George Sellett, liquidator of the] 


American-Oriental Finance Cor- 
Poration, were yesterday ordered to 
file a stipulation of facts and briefs 
thereon, on which Judge Milton J. 
Helmick of the U.S. Court for 
China will render his verdict. 

Mr. Poskitt seeks amounts total- 
ing £1,121-8.7 and Ch. $1,736.65 


allegedly due him on three silver |- 


purchase contracts made for him 
by the A.-O¥.C, with the firm of 
Mocatta and Goldsmid, London. He 
claims that since the closure of the 
banking company on May 23, 1935 
the London firm has remitted the 
above amounts to the A.-OF.C, for 
his account. 


He stated that verbal agreement |: 


to payment off his claim was made 
[by the late Mr. Frank Hough, first 
liquidator, Mr. H..W. Wyler, man- 
ager of the defunct finance cor- 
poration and Dr. Selleft, but that 


on subsequent visits to each of | 


them he was unable to obtain any 
action on the matter. 
The amounts claimed represent 


Margin money ‘and profits on the |: 


contracts. The petitioner is repre- 


sented by Mr. N. E. Lurten and}; 


the liquidator by Mr. H. G. Nelson. 
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_ CHINA PRESS, _ 
Claim Against 
Liquidator Of 
A.-O.F.C. Heard 


Silver Contract , With 
Bank Described In 
U.S. Court 


Hearing of a claim filed by Mr. 
Edward Poskit, British subject, 
against the lquidator of the 
Ameucan-Oriental Finance _ Cor- 
oration. was begun in the United 
States Court for China yesterday. 

The claim is for £1,121-8.7 and 
Ch.$1,736.65, At the end of the 
morning session the hearing was 
rdjourned until June 2 for the tak- 
‘ng of more evidence. 

The petitioner states that 


the 


Finance Corporation, dated April 3,'petitioner asked that this be 
16 and 29, 1935, for 25,000 ouncestand that he be given a tclegrayni 
of silver each. Tne suins stipulated.!iransfer or a demand draft om Lon- 
the petition continues, constitut2/don, he continued. but whenever he 
matgins deposited on Mr, Poskit’s;sought to bring the matter to a 
behalf by the A.O.F.C. with Mo-jccnclusion he found Mr. Hough and 
catta and Goldsmid, plus ict earn-! Mir. Wyler “too busy” to do anything 
ings on the three contracts. about it. 

Mr. Poskit set forth that since As a iesult the contracts expired 
the closure of the finance corpora-jand were sold automatically. 
tion on May 23, 1935, the total 
=mount has been paid to the liqui-' 
Gator by the London firm for his 
account. He was represented in the 
action by Mr. N. E. Lurton, while 
the liquidator was renresented by 
Mr. H. G. Nelson. 

Taking the witness stand, the 
Fetitioner said that on the day the 
tank closed he went to see Mr. H. 
W. Wyler, manazer of the A.O.F-.C.. 
and was told that the contracts 
could not be taken up. On June 
12 Mr. Poksit went to see the late 
Mr. Frank Hough, first lMquidator, 
and told him that he wished to get 


above sums represert anoney. now. the matter settled. 


tar,. be-* 


ing received from the firm of Mo- 
catta and Goldsmid ‘of London. The 


Mr. Hough talked with Dr. George 
Sellett, present Nquidator, and Mr. 
Wyler in Mr. Poskit’s presence, and 
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money came from three contracts'the latter was then told that his 
made with the American-Oriental!contracts could be taken up. ‘ie 


De positors Of 
A.-O. Bank To 
Get Dividend 


Fourth Payment Of 5 
i Per Cent To Be In 
| Mail Today 


$750 CHECKS TO BE 
SENT OUT HERE 


$375,080 Being Paid; 
Another Dividend Is 
Forthcoming 


The defunct American-Orientai 
Banking Corncration, in liquidation 
fcr two years, is going to pay an- 
cther dividend. 

According to an announcement 
-made by Dr. George Sellett, the 
liquidater, ycste:day aflerncon, a 
jtcurth liquidation dividend cf five 
‘ber cent, is now ready to be paid 
;out. In fact, the first batch of 750 
|GHecks will be placed in the mail to- 

ae. 
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AY 20, 193 


The liquidator stated that in all,” 


5,200 checks necctsary for the pay- | 


ment have been prepared and that 
the total amcunt of money which 
will be disbursed is $375,000, local 
currency. 

All checks are drawn on . the 
[Chase Bank and are dated May 2). 
The mailing of checks for Shang- 
hai depesitors and creditors. will 
take four or five days, it was stated. 

Checks for denosiiors and cre- 
ditors of the Tientsin Branch of 
the bank have already been for- 
warded to Tientsin and will be 
mailed in that city this morning. 


Checks for depesitors and cred- : 
itors in other places in China and} 


in foreign countries will ke mailed 
during the present week. 


' The additional five per cent divi- 


,dend will bring the total paid out 
,to date to 27% per cent. A first 


{ 


dividend of 7% per cent was paid| 


to the devositors and creditors of 
:the bank during December, 1935. A 
iseccnd dividend was paid out during 
‘June, 1936, while a third dividend 
‘of five per cent was paid in Dec- 
ember of last year. 

In his statement yesterday, Dr. 
Sellett stated that the bank was 
continuing to collect money due and 
that another dividend will still be 
forthcoming. 


—— 
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Another 
. A-O.B.C. 
i Dividend 


Five Per Cent. Cheques 
Being Mailed To-day; 
More Is Expected 


The American-Oriental Banking 
Corporation (in liquidation) wili 
pay a fourth liquidation dividend oi 
five per cent. to depositors ana 
other creditors of the Bank com- 
mencing to-day. 

About 5,200 cheques necessary for 
‘the payment of this dividend have 
been prepared, amounting to ap- 
{proximateily $375,000 Chinese cur- 
:rency. All cheques are drawn on The 
iChase Bank, 80 Kiukiang Road, 
‘Shanghai, and are dated May 20, 
'1937. Cheques for Shanghai deposi- 
‘tors will be mailed at the rate of 
, approximately 750 per day com- 
mencing to-day and_ continuing 
until all cheques have been mailed: 
The cheques for depositors and 
|ereditors of the Tientsin Branch of 
the Bank are being forwarded to 
Tientsin and will be mailed at Tien- 
tsin to-day. Cheques for de- 
positors and _ creditors in other 
places in China and in foreign 
countries will be mailed during the 
present week. 


The liquidator, Dr. Sellett, is con- 
tinuing to collect moneys owing to 
the Bank. The dividend which_is 


about to be paid will not be the, 


last, it is stated. 


A first dividend of seven and 
one-half per cent. was paid to de- 
positors and creditors of the Bank 
during the month of December, 
1935, a second dividend of ten per 
cent. during June, 1936; and a third 
dividend of five per cent. during 
December, 1936. 
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JUDGMENT MADE. IN| 
RAVEN CASE | 


Motion For Decision By! 


Default Brought By _: 
Bank Liquidator 


A motion for judgment by de-. 
fault was granted in the United 
States Court for China yesterd.y . 
by Judge Milton J. Helmick in the: 
case of Dr. George Sellett, liquida-: 
tor of the American-Oriental Bank- 
ing Corporation, against Mr. Char- 
les H. and Lillian Raven. : 

Through this motion the liquida- j 
tor sought to sell securities pledg- | 
ed with the bank on a large over- 
draft to satisfy a petition which 
was entered against the defendants 
on September 17 last year. 1 

The securities, it was stated in| 
court, consist of 13,125 shares of; 
common A in the Bakerite Com- 
pany, Fed. Inc. U.S.A., which” were 
deposited with the bank as a secur- 
ity on an overdraft of $93,749.64, ' 
outstanding as of May 25, 1935, at: 
which time the bank closed its! 
doors. { 

Dr. Sellett’s request was for re- 
covery of the sum with interest at 
8 per cent. 

Mr. N. F. Allman appeared on 
behalf of the defendants and, judg- 
ment was confessed. 


———$—— 
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Ravens Sued | 
For Creditors 
Of A.-O.B.C. 


$93,749 Sought From 
Brother, Sister-in- 
Law Of Banker 


An action to recover for its 
creditors money owed to the de- 
funct American-Oriental Bank- 
ing Corporation will be heard in 
the United States Court for 
China this morning when the 
case of Frank L. Hough, liqui- 
dator, versus Charles H. and 
Lillian Raven is brought before 
Judge Milton: J. Helmick. 

Dr. George Seilett, present 
liquidator and substitute plaintiff 
for the late Mr. Hough, asks @ 
judgment for $93,749.64 against 
Mr. and Mrs. Raven, brother and 
sister-in-law of the one-time pre- 
sident of the bank. The original 
petition in the case was filed 
September 17, 1936. 

According to the liquidator’s 
petition, various sums were ad- 
vanced to the two defendants, 
and on May 25, 1935, the balance 
of their over-draft totaled 
Ch. $93,749.64. He asks a judg- 
ment for this amount plus in- 
terest at eight per cent until the 
sum is paid. 

It is stated that security for 
the loans consisted of 13,125 
Shares of Common “A” stock in 
the Bakerite Company, Fed. Inc., 
these having been put up on May 
27, 1935. The petitioner asks that 
this security be sold and the 
proceeds applied to satisfy the 
judgment. 
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Raven Suit Case 
Up In U.S. Court 


An action to recover $93,749.64 
from Charlies H. and Lillian 
Raven, who allegedly owe that 
amount to the American-Oriental 
Eanking Corporation, was to te 
brought by Dr. George Sellett. as 
substitute plaintiff, in the United 
States Court for China this after- 
noon, 

The petition in the case was 
originally filed on September 17, 
1936, the liquidator of the defunct 
| corporation claiming that various 
sums were advanced to the two 
defendants, and on May 25, 1935, 
the balance of their overdraft 
| tctaled the amount claimed in the 
,law suit that was to commence 
this afterncon. The petitioner 
asks that the security, of 13,125 
shares of Common “A” stock in 
Bakerite Company, Fed. Inc., de- 
posited by the brother and sister- 
in-law of the former President of 
the bank, be sold and the pro- 

'ceeds raid to satisfy the claim 
which is to go towards paying off 
creditors of the liquidated bank. 
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Over One M illion Dollars Is 


| Paid A.O.F. 


ore" 
Hundreds Of Shangha 


Cheques Already In Mail; Many Cr 


C. Creditors 


——- 


i Residents Will Benefit With 


editors Paid 


In Full; Class B Gets Twenty Per Cent. 


Payments to the sum of about 
$1,025,000 are being made to creditors 
cf the American Oriental Finance 
Cerporation. it was learnt here 
yesterday from Dr. George Sellett, 
the Liquidator. This will come as 
welcome news to hundreds of 
Shanghai investors who have had 
varying sums of money tied up in 
this concern, and, according to Dr. 
Sellett, about 85 per cent. of the 
money paid out will go to residents 
of China, especially Shanghai. 

In the liquidation proceedings of 
the American Oriental Finance 

{Corporation pending in the United 
States Court for China, Judge 
Milton J. Helmick entered an order 
on March 15 last, dealing witlt 958 
claims of creditors. The order fixed 
the amount of each of these claims 
and placed 73 claims in Class “A” 
and the remainder in Class “B.” 

Pursuant .o the terms of the order, 
on March 15 the Liquidator gave 
notice to each creditor dealt with 
in the order by mailing a copy of 
the order together with a statement 

in 


showing the class and amount 
which such creditor's claim was 
allowed. 


In allowing claims of “A” Class 
credilors the court order provided 
for a déduction of eight per cent. 
of the amount of the claim as 
claimant's share of liquidation costs 
and expenses, which deduction, al- 
though somewhat larger than the 
amounts to be borne by class “B,” 
according to Dr. Sellett, was con- 
sidered equitable and just in view 
of the additional time and expense 
involved in ascertaining which 
claims were legally entitled to such 
classification. 

Cheques Now Out 

By the court order, creditors were 
given 20 days within which to file 
objections to the classification or 
amount in which their claims had 
been allowed. The Liquidator was 
ordered to make full payment of 
the amount allowed on Class “A” 


claims and a first liquidation divi- 
dend of 20 per cent. on Class “B” 
Claims after the lapse of this 20-day 
period. 

This 20-day period having elapsed, 
yesterday afternoon the Liquidator 
sent cheques by registered mail to 
all the claimants dealt with in the 
court order on March 15. The 
checks to “A class claimants are 
full payment of the amount allowed. 
The cheques to “B" class claimants 
represent payment of a first liquid- 
ation dividend of 20 per cent. of 
the amount of such claims. These 
cheques are dated April 10. and are 
drawn on the Chase Bank here. 
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Brown Selling Insurance In US. 


es fF e & 
F riends? 
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Paroled froin the federal prison 
at McNeill’s Island after 


sentence, J. Wamer Brown, _one- 


Aime Manager of the deftinct Amér- 
ican-Ori 1 Finance Co. = 
ati now 


ation, Federal Inc, VUsAu Is 
engaged in selling life insurance in 
the Middle Western city in the 
United States, 

This Is according to word re- 
ceived here by friends of Mr. Brown. 
In letters he has written, Mr. Brown 
states that he is doing quite well 
in life insugance and that the pro- 
spects of Kis being able to get 8 
fresh start in the business world 
after his unhappy adventure in 


serving ; 
less than one year of his two-year, 


e % ¥ * % 


rs etition Seoure Early Parole 


+ * + % % 


Shanghai are quite bright. 

It was also learned yesterday that 
Mr, Brown's early parole was gained 
us the result of a petition circulated 
by a group of old schoolmates. 
These men presented the petition 
to the federal authorities and in 
it requested early parcle. They were 
convinced, they said, that Mr. Brown 
was a victim of circumstances and 
that he really merited parole from 
prison. 

Mr. Brown was sentenced to two 
years at McNeill’s Island about 14 
months ago by Judge Milton J. 
Helmick in the United States Court 
for China. The man, together with 
Mr. Frank J. Raven, former pre- 


‘the United States are now 


+ # * % % OY 


+ % + 


sident of the A.O.F.C., was con- 
victed of fraud and misappro- 
priation. Mr. Raven drew five years 
and THE CHINA Press learned yes- 
terday that friends of the latter in 
also 
engaged in attempting to obtain an 
early parole for him. A petition is 
being .circulated and it is under- 
stood that it will be presented to 
federal officials in the near future.},. 

THe CHina Press was also inform- 
ed yesterday that while her husband 
is engaged in selling Life-insurance, 


Mrs. Brown is now residing in i 
Hollywood and on the staff of 
Metro-Goldwyn-Mayer, She is inj‘ 


the scenario department, 
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Defunct Finance Company 


Subject Of Court Order 


Judge Helmick Approves Plan Dealing With 98 
Per Cent. Of Creditors; Protest Period Of 
20 Days Allowed By Proposal 


Tn 
the American - Orienta) 
Corporation, pending in the 
States Court for China 
ton J. Helnick entered an Order 
yesterday morning which deals with 
958 claims of creditors. This Order 
includes about 95 per cent. of the 
creditors and about 85 per cent. of 
the total amount of the claims 
against that Company. The Order 
fixes the amount of each of these 
claims, places 73 claims in Class “A” 
and the remainder in Class “B”. 
The Order further provides that the 
Liquidator Shall mail to each 
creditor dealt with in the Order a 
copy of the Order, together with a 
written statement showing the class 
and amount in which such creditor's 
claim has been allowed. 

By the terms of the Order any 


-|creditor objecting to the class or 


amount in which such creditor's 
claim has been allowed may, within 
20 days, file such objection in the 
United States Court for China to- 
gether with a motion for hearing 
and determination of the objection. 
It further provides that if no objec- 
tion is filed by any creditor within 
this period of 20 days then the 
Liquidator shall immediately Pay to 
each Class “A” creditor the amount 
of such creditor's claim after de- 
ducting eight per cent. as claimant's 
share of liquidation costs and ex- 
penses, which deduction, although 
somewhat larger than the amounts 
to be borne by Class “B” claimants, 
is considered equitable and just in 
view of the additional time and ex- 
pense involved in ascertaining 
which claims are legally entitled to 
such classification. The Order also 


the liquidation proceedings of} provides that 


at the time payment is 


Finance }being made to Class “A” creditors, 
United tthe 
. Judge Mil- ! Class “B" creditors a first dividend 


Liquidator shall also pay to 


of 20 per cent. of the amounts 
of such claims. 5 
Pursuant to the terms of the 


above Order, yesterday afternoon 
the Liquidator sent to each of the 
creditors dealt with in the Order, 
by double registered mail, a copy 
of the Court Order together with a 


statement showing the class and 
amount in which such creditor's 
claim was allowed. Shanghai 


creditors should receive these mail- 
ed notifications to-day. 

The total amount of the claims 
against the Company is about 
$3,850,000, Chinese currency. The 
Order deals with and fixes claims in 
various currencies in the total 
amount of approximately $3,230,000. 
The claims placed in Class “A” 
total approximately U.S.$139,000, and 
are for the value of securities which 
were wrongfully under pledge by 
the American-Oriental Finance Cor- 
poration at the time it suspended 
business on May 24, 1935. 

The Liquidator now has on hand 
available for distribution to creditors 
about $1,350,000 which monies have 
been collected since the liquidation 
began. About $1,025,000 will be re- 
quired to pay the Class “A” claims 
and the first dividend of 20 per cent. 
on the Class “B"” claims dealt with 
by yesterday’s Court Order. These 
payments will probably be made 
about April 10, 1937. 

The Liquidator expects to make 
additional collections for payment of 
further dividends to Class “B” 
creditorg, 7 


1937 
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“TO GET DIVIDEND 


Substantial Payment Is 
Promised In April 
By Liquidator 
The ‘ollowing ‘statement regard- 
ing the payment of a substantial 
dividend to creditors of the 
' American-Oriental Finance Corpora- 
tion was issued yesterday by Dr. 

George Sellett, liquidator. 
On December. 13, 1936, it was an- 
j nounced that ihe American-Oriental 
Finance Corporation (in liquidation) 
‘|had collected and then had on hand 
| 


about $1,300,000, local currency, and 
‘lobligations to its creditors totaled 
approximately $4,000,000, Jocal cur- 
‘'rency. A detailed analysis was 
then being made of the claims of 
creditors of the Finance Company 
and it was considered that the 
analysis would be completed before 
the end of February, 1937. The 
making of this detailed analysis has 
required more time than was anti- 
cipated, but it is almost completed. 


It is now probable that before 
March 15, 1937, creditors will be 
\informed of the manner in which 
‘it is proposed to deal with their 
respective claims, whereupon they 
will be given opportunity for filing 
any objections which they ‘may 
have. It will be possible to make 
a substantial dividend distribution 
to all creditors of the American- 
Oriental Finance Corporation dur- 
ing April, 1937. Additional collec- 
tions have been made since the 
jannouncement of last December. 


~~ 
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Kocherga Claim Against 
Liquidator Is Denied 


Funds Held 


The claim of Mr. I. M. Kocherga 
‘against the Liquidator of the 
| American-Oriental Banking Cor- 


Fpralion-Tar_preterrerr wewtment 15 
e matter of $2,652.25, was dis- 


missed yesterday by Judge Milton 
J. Helmick in the U.S. Court for 
,China, in an opinion which started 
, that the requirements of enhance- 
‘ment of and tracing into funds held 
;by the Liquidator had not been ful- 
| filled. 


'. Mr. H. G. Nelson defended the 
. case successfully for the Liquidator 
(Dr. George Sellett). 

Claimant was the owner of a 
fixed deposit receipt issued to him 
by the Bank of China for $2,652.25 
and payable on May, 18, 1935, On 
May 13, claimant gave the. receipt 
to the American-Oriental Banking 
CorporaHion at Tientsin for collec- 
ion, 

It was forwarded to the Shanghai 
Lranch, which received it oh May 


Requirement Of Enhancement And Tracing Into 
By A.-O.B.C. Receiver Said 


Not Fulfilied: No Sept regation Made 


18, collected it and deposited it in| bank's 


its commercial account with the 


Bank of China end received credit} posit receipt, but it is clear that no 
therefor. On May 20 the Shang-,Segregation or 


nai office of the A.-O.B.C. sent to 
its Tientsin branch a credit me- 
morandum for the amount less its 
commission for collection, but the 
credit memorandum was not receiv- 
ed there until the bank had closed 
its doors on May 23. 


The proceeds of the fixed deposit 
cid not come into the hands of the 
Liquidator because the A.-O.B.C. 
was indebted to the Bank of China 
in excess of the emount of its credit 
balance, and consequently the Bank 
of China used the credit balance us 
an offset. 

In dismissing the claim, Judge 
Helmick rendered the following 
opinion, in part: 

“Claimant's counsel attempts to 
distinguish this case from the other 
cases decided by this Court on the 


leround that the mailing of the: credit t 


1 
t 
$ 
: 


i 


, 


Sf 


r-emorandum by the Shanghai office 
to the Tientsin 3 

at least a constructive segregation of | 
the proceeds of claimant’s fixed 
deposit receipt from the other funds 
in the Tientsin branch, and there- 
fore the tracing requirement was 
satisfied. The Court thinks this 
theory is untenable: Even conced- 
ing a segregation tovk place, there 
was stil neo enhancement of the 
funds by reason of the 
collection of claimant's fixed de- 


ear-marking was 
accomplished. The Courts have 
been uniform in holding that segre- 
gation must be actual and physical 
und that a direction or instruction 
to ear-mark is not sufficient. 

“It must be remembered that this 
matter is not now a_ controversy 
between the claimant and the bank. 
The bank is gone and the contest 
stands as one between the claimant 
and the other creditors. This is|- 
not a case wherein a claimant is 
suing to make a bank return the 
fruits of its fraud, but it is an in- 
quiry whether this claimant is to 
be made whole at the expense of 
other creditors. In this situation 
the requirement of enhancement 
and tracing are essential to re- 
covery of trust funds from a re- 
ceiver under the decisions of the 
Federal Courts.” 
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} Preferential Claimants In 
A.-O.B.C.. Liquidation 


American. Express, Polish Import And Export, 
Two Private Cases Against Dr. Sellett 
Argued In Law Before U.S. Court 


Argument on the law applicahbie 
to four claimants for preferential 
treatment from the liquidator of 
the American-Oriental Banking 
Corporation, Dr. George Sellett, 


Ubstructive Attitude Denied i 
_._ A general denial to the conten- 
jtions of Mr. Nelson were entered 
by attornevs for’ the American 
Express. They claimed that their 


was heard in the U.S. Court for !]/petition was not as definite as 


China yesterday morning. 


Argu-|might have been expected because 


ment was generally confined to they had been unable to procure 
} information from the liquidator. 


briefs already filed in the cases, 
Mr. H. G. Nelson representing the 
liquidator and Messrs. Roy All- 
man, J. B. Davies and Paul Kops 
appearing for the plaintiffs, Mr. 
and Mrs. R. Chambers and the 
American Express Company. Mr. 
N. E. Lurton represented the 
Polish Import and Export Com- 
pany. while the fourth claimant 
Jan Kochurga, was not represent- 
ed in court. 

The issues in the four cases 
were in most respects similar, Mr. 
Nelson said, with the difference 
that the American Express Com- 


pany was arguing against a de- 
murrer to their original com- 
plaint. 


In broad theory, he said, there 
are two types of creditors: secur- 
ed creditors who have a lien on 
specific property, such aS a mort- 
gage, and general creditors who 
who merely hold an action against 
the bank. There is really no 
such thing as a preferred creditor, 
he argued, but simply persons who 
through special circumstances can 
claim specific property in_ the 
hands of the liquidator, provided 
they can identify it. They are, 
then, really owners. 

Travellers Cheques In Trust 

The American Trust Corpany 
issue travellers cheques which are 
delivered to agents to be held in 
trust. In the case of the trust 
, agreement with the A.-O.B.C. 
there was no mention that the 
| proceeds from the cheques were 
also to be held’ in_ trust. 
In fact, this provision which ap- 
peared in other such -contracts of 
the American Express Company 
in America, appeared to have been 
left out because of the different 
currencies involved in this city, 
Mr. Nelson surmised. The A.- 
O.B.C. paid for cheques with their 
own cheque on the Manufacturers’ 
Trust of New York. 

At the time the A.-O.B.C. closed 
there was owing to the. American 
Campany some U.S. _ $12,000, 
cheques for which were dishonour- 
ed by the Manufacturers’ Trust. 

‘Referring to a” “constructive 
trust” by the definition of Mr. 
Justice Cardozo, of the U.S. 
Supreme Court. that it is “a 
formula to enable the victim to! 
recover, from a wrongdoer,” Mr. 
Nelson. contended: that even in the 
event the trust agreement did im- 
ply that proceeds from the cheques 
were to’ be held in trust, that 
trust had been negatived by the 
conduct of the parties over a per- 
iod of years. The American Ex- 
press Company had acquiesced to 
the conduct of the bank in putting 
proceeds from the © travellers 


cheques in their general funds and ; 


lusing them as bank funds. 


| 


4 
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To this Mr. Nelson made stren- 
uous protest. He said Mr. Kops 
had called many times for in- 
formation and had always. been 
obliged. He hardly saw how he 
could now have the temerity to 


suggest that the liquidator was 
concealing anything. 
In the Chambers case it was 


stipulated by the liquidator that 
the bank was insolvent on the 
morning of May 21, and that the 
officers knew it, when Mr. Cham- 
bers deposited a cheque drawn on 
the National City Bank for $11,- 
000. The question in this case 
was “where are the proceeds of 
the cheque?” 

The case of Kochurga was 
where a $3,000 certificate of de- 
posit from the Bank of China was 
transferred to the A.-O.B.C. to be 
sent to Tientsim. The bank closed 
before this credit could be with- 
drawn by Kochurga. Mr. Nelson 
said that because of the attitude 
taken by Kochurga’s counsel he 
would not stipulate that the bank: 
was insolvent when the certificate | 
was deposited. 

In the case of the Polish Import 
and Export Company a sum of 
$800 was deposited with the A.- 
O.B.C. as security additional to 
the bills of lading against cargo 
to be paid for in London on a let- 
of credit for £450. The letter of 
credit was not issued because of 
the closing of the bank and plain- 
tiffs sought .recovery of the $800. 


Arguments were taken under 
advisement by Judge Milton J. 
Helmick. 
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Dividend To 
Be Paid By 
A. O. B a n k 
Sellett, Lig ui dator,| 
Makes Report To 
U.S. Court 


EXPENSES OF 
LIQUIDATION CUT |; 


Collections Now Being 
Made; Dividend Date 
Is Uncertain 


The defunct American-Oriental 
Banking Corporation will pay an- 
other dividend, but just how big 
it will be is quite a different mat- 
ter. 

This was quite clearly indicated 
in a statement of the bank's finan- 
cial condition filed with the United 
States Court fer China by Dr. 
George Sellett, liquidator, yesterday 
morming. 

Pointing out that the bank has 
$267,000 in IcCal currency on hand, 
Dr. Sellett states: “Although it ts 
impossible to predict the approx~ 
imate total of dividends which will 
be paid to depositors and creditors 
of the bank, your liquidator is con- 
fident that further collections will 
be made in a substantial amount.” 

This statement bears out a state- 
ment made recently by Dr. Sellett 
to a CHINA PrEss_ representative 
that the bank will pay another 
dividend. The liquidator, however, 
continued that he could not name 
the amount nor the time when the 
dividend would be paid. In _ his 
statement yesterday, the liquidator 
outlined in close detafl just what 
has happened in the way of’ 
liquidation since the bank closed its 
doors. The statement, which is 
addressed to Judge Milton J. Hel- 
mick, states: ~ . 

Issues Statement 

“The American-Oriental Banking 
Corporation, incorporated under 
he laws of the State of Connecti- 

ut, US.A., with its head office 
at 29 Nanking Road, Shanghai, 
China, failed to open for business 
on May 24,.1935. Pursuant to a re-; 
solution of the Board of Directors 
of the Bank, adopted on May 24, 
1935, the bank petitioned - the} 
United States.Court for China for 
appointment of.a lquidator. 
Thereupon Mr, Frank L. ‘Hough 
was appointed Mquidater of the 
bank. On June. 6, 1935, he took 
possession and contro] of the books, 
records and property ‘of the bank 
in Shanghai. Thereefter he ‘ap- 
Rointed Mr. H. A. Lucker, of Tien- 
‘tain, as his representative to deal 
with the affairs of the Tientsin 


‘property of the bank in Tientsin. : 
. “Whien the bank. ciosed ‘the cash: 


, the records-of the} 
he ‘book values.of the bank’s 
at -the-time it suspended 
Bs. aera hag tee pare gh 
eae currency. - :@ame time 
a hadits..ahowed lab: : 
Kits and other cx 


8, 1936 


., “Duc to the untimely and seErete 
o hs _, table death of Mr. Hough on Apri 
“When the bank suspended busi- 97, 1936, it became necessary for the 
ness the total of its depositor ac- 
counts be court to appoint another Hyuidator. 
was about 8.000, divided as-->y liquidator was there- 
follows: Shanghai head office. 6,600 22 vresent Ha r was : 
accounts. of which number approx-.¥P0D Rui Meee a 
imately 23 PrOX= -i:quidation of the bank. 
ately 2,500 had balances of $30,:~ Second Dividend Paid 
Chinese currency, or less; Tientsin : « » 
branch office, 11400 accounts, of Pursuant to court order, during 
whick ra : the month of June, 1936, the li- 
 mumber approximately 500 i 
had balances of $50 or less. ee at oe k Seeger Ree nee ee 
350 Firms, People Indebted ereditcrs of the bank, the amount 
“When the bank suspended busi- required for the payment of this 
ness there were approximately 350 @ividend being $755,647.97. 
firms and individuals indebted to:'-“By the end of July, 1936, the 
the bank on loans, overdrafts, ac- total collections effected by the li- 
eeptances, exchange contracts, bills quidation amounted to $1,710,069.10. 
purchased, pills discounted, and ‘-"The disbursements made to the 
other accounts. In addition thereto end of July, 1936, were as follows: 
the bank held promissory notes of Special divitend for payment in full 
approximately 200 firms and indi- of deposit accounts of $50 or less, 
viduals issued in connection with, $38,93028 First dividend, $572,780.- 
motor car purchases, which pro- 65; second dividend, $755,647.97; 
missory notes had been pledged to liquidation expenses, including 
the bank as sccurity fer advances salaries, miscellaneous and expense 
made by the bank to the holders items, $118,539.85 and payment for 
Of these notes. recovery of re-mortgaged land, 
“It was considered that the $45,296.56. 
liquidation of the- bank would be. “At the end of July, 1936, the cash 
facilitated and the cost thereof on hand, after making allowance 
decreased by paying in full allfor dividend checks outstanding 
deposit accounts with balances.wgs $185,373.79. 
equivalent to $50, Chinese currency, (“The foregoing statement of the 
or less. Accordingly, pursuant tO affairs of the liquidation does not 
Court order, these accounts were take into account smalj cash bal- 
paid in full during the month Of gpces retained at the Tientsin 
October, 1935. The amount requir--branch Office of the bank, and dis- 
ed for payment in full of these pyrsements by the Tientsin branch 
3,000 smal} deposit accounts was office for Tientsin liquidation ex- 
$38,930.26. The total number ct which have averaged ap- 
the depositor accounts of the bank proximately $700 per month. All 
was thereby reduced by approx- dividend disbursements for the head 
imately 371% per. centum, office and branch office of the 
“After payment of these 3,00C bank were made by the head office, 
small deposit accounts there re- excepting $6,500, paid by the 
mained approximately 5,300 de-.branch on 500 small deposits of 
positors and creditors whose claim: that office. 
against the bank, after effecting ° Liquidation Costs Reduced 
set-offs and other adjustments” “The expenses incurred quring the 
amounted to $7,556,479.70, of which month of July, 1936, for liquidation 
sum $1,582,672.08 was payable to the staff salaries, rent, taxes, light, 
‘Tientsin branch office depositors telephones, etc., amounted to ap- 
and ¢reditors. proximately $2,950, Chinese cur- 
“Pursuant to court order during réwcy, which expenses have since 
the months of December, 1935, and hn “somewhat reduced, : 
January, 1936, the Nquidator paid {Collections made during the 
a@ first dividend of 7% per centum nionths of August and September, 
to the depositors and creditors 0! 1936, totaled approximately $100,000. 
the bank, the amount required fol Gash on hand at the end of Sept- 
the payment of this dividend be+ember, 1936, after deducting re- 
ing $572,780.65. : _serves for dividend checks issued 
“but not yet presented for payment, 
' amounted to approximately $267,000. 
} 4t“Although it is impossible to pre- 
i djct the approximate total of divi- 
dends which will be paid -to de~ 
pasitors and creditors of the bank, 
your liquidator is confident that 
further collections will be effected 
dmg substantia] amount.” \ 
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AGBC Collection 


Work Continues 


Sellett Makes Report 
On Bank Liquidation; 
Dividend Unsure 


While it is impossible to pr2- 


‘| @ict the total amount of divid- 
ends to be paid out to depositors 


and creditors of the now defunct 
American-Oriental Banking Cor- 
poration, Dr. George Sellett, 
liquidator, is confident that more 
collections will be effected in 
substantial amounts. This belief 
was expressed this morning when 
Dr. Selletr submitted a detailed 
report to Judge Milton J. He!mick 
of the U. S. Court for China on 
tMe progress of the liquidation 
and development of affairs since 
the bank failed on May 24, 1935. 

The report submitted today 
traces the history of the involved 
financial transactions ~ by the 
liquidator since he took over the 
work. There is no surety of an- 
other Gividend being paid beycnd 
the statement that more collec- 
tions are expected. 

. Liabilities And Assets 

Mr. Frank L. Hough was ap: 
pointed liquidator and pegan his 
work on June 6, 1935. When the 
banking corporation closed, it had 
$13.388.49 cash cn tand in -Shang- 
hai and 354.553.97 in Tientsin 
Its book assets were said to be 
919,633,777.25. and <its Habilsties 
were $8,846,001.08. _ ne 

‘At that time tlrere were 8007 
depositors, 6600 of whom were in 
Shanghai. Of these, 2500 had de- 


; posits of $50 or less. There were 


550 firms and individuals indebted 
to the corporation. 
Smail Depccitors Paid 
In October, 1935, the liquidator: 


. paid the small depositors (those 


with $56 Or less) in full, dis- 
bursement total being $38,930.23. 
After this payment, claims left 
totalled $7,556,478.70. : 

In December, 1935, and January. 
1936. a first dividend was paid 
on these claims of seven and one 
half per cent, total disbursement 
being $572,780.65. 


October 7; 1936 


Mr. Hough, liquidgetor, died on] 


April 27, of this , and Dr. 
appointed liquidator 


first (payment the two divid- 
ends. the liquidation process it- 
self had cost $118,530.85. ana {Ie 
cost of recovering martgaged 


ie: , expenses 
amounted to’ $2980, . Callections 
per were $100,000. On September 


90. the cash on.hsignd was $267.- 


ue 


American Express Suit 
Against Sellett Delayed 


| Action Against Liquidator Of 
A.-O.B.C. Comes Up Oct. 9 
- eT 


The suit of the Amefican Express 
Company against Cr. George Seliett, 
liquidator of the defunct American- 
Oriental Banking Corporation, was 
laid over, yesterday to October 9 at 
10 o'clock in the morning in the 
United States Court. 

Another case held over yesterday 
was the suit in which Palmer and! 
Turner sought to secure $712.03 back 
payment for rent from Mr. C. J. 
Lemcke. 

Mr. N. F. Aliman and Mr. Roy 
Allman, attorneys for the plaintiff 
and the defendant, respectively, 
presented preliminary arguments 
yesterday on this suit which was 
filed in September of last year. 

Since the filing of the case, Mr. 
Lemcke signed promissory notes 
covering the balance due. according 
to testimony before the court.' The 
notes, although past due, have not 
yet been paid, the representative of 
Palmer and Turner testified. 
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THE NORTH-CHINA 


DAILY NEWS, 


A-O. BANK LIQUIDATION 


ree ae te, 


Statement Wanted 


To the Editor of the 
“Nortu-Cuina Dairy News” 


Sirn,—With reference to recent in- 
formation regarding A.-O. Bank 
Liquidator’s filing statement of 
liquidation with U.S. Consular Court 
for China, it will be interesting to 
know if it will be published by local 
press, 

It is extremely regrettable to draw 
the attention of authorities concerned, 
but since the A.-O. Bank has been 
in liquidation for the past 16 months, 
depositors are by all means entitled 


to know the present position of col- 
lections made as well as future pros- 
pects of disbursements. 
Furthermore, it will be also inter- 
esting to know what arrangements 
are being made in connection with 
the recovery of amounts due to 
A.-O, Bank from companies still in 
| existence, 
' The writer is not an American or 
familiar with American Law, but 
still is of opinion thatevery depositor 
or creditor nevertheless remains the 
Jawful owner of amounts due from 
Bankrupt Bank, therefore there is no 
reason whatsoever why we should be 
refused such information by liquidat- 
ors at least once in a whilst on at 
regular intervals. 


DepositTor. 
Shanghai, Sept. 30. 


‘THURSDAY, 
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(Ravens Admit 
(Owing Money! 


To A.O.B.CG. 


Enter Confessions Of 
Judgment In U. S. 
Court For China 


Confessions of judgment ad- 
mitting outstanding loans from the 
defunct American-Oriental Bank- 
ing Corporation were entered in 
four of the Raven cases which 
were scheduled for hearing yester- 
day in the United States Court. 


In the fifth case. a civil action 
asninst Mr. Charles Raven and Mrs. 
Litizn S. Raven, the hearing 
scheduled for yesterday was con- 
tinued until a later date. 

These five civil suits ‘were filed 
last year against members of the} 
Raven family by the late Mr. Frank 
L. Hough. originally appointed 
liquidator of the bank, to recover 
funds borrowed from the bank. 
These loans total $300,000. 

The four actions in which con- 
fes;ions of judgment were entered 
are against Mr. Walter Raven, 
former cashier of the bank: anc 
three acticns egainst Mr. Charles 
Raven, who is head of the Bakerite 
Company. 

The five actions may come up for 
hearing next month, according to 
iMr. H. G. Nelson, attorney for the 
plaintiff. 

The report on the progress of 
the liquidation of the American- 
Oriental Banking Corporation is now 
being <ompleted by Dr. George 
Sellett, Hquidator, and will be filed 
jin the United States Court shortly. 
‘it was also announced yesterday. 


- 
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A.-O, FINANCE CORR, 
pe 


information Wanted 


To the Editor of the 
“NortH-Cuina Day News” 


Sirn—For some months after the 
closing of the American-Oriental 
Banking Corp. and affiliated com: 
panies there appeared reports in the 
press, from time to time, regarding 
the progress of the’ liquidation. It is 
now some considérable timé since 
anything of this nature has appeared 


and creditors do not find this con- ; 


tinued silence at all encouraging. 
Letters addressed to the liquidator 
remain unahswered. ‘ 


I understand that A.-O. Bank | 


depositors have received 17% per 
cent. In dividends, but as a cg gon 
in the A.-O. Finance Corp. I have 
received nothing. 

Could not the liquidator issue some 
statement as to when we may expect 
to receive a dividend? 

UNFQRTUNATE INVESTOR, 


Shanghai, Aug. 22. 
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,| lower tribunal 


Police Withdraw Appeal In 
Julius Kleffel Case _. 


Prosecutor States Action 


Taken In Order To Sa 


Court’s Time: Preliminary Hearing Of The 
Defendant’s Appeal Brought To Close 


Bursting as a bombshell on the 
gudience and police present, but 
being taken in a very calm man- 
ner by the defendant and his 
counsel, came the announcement 
jin the Second Branch of Kiangsu 


Higher Court yesterday morning 
that the Municipal Advocate’s 
office had decided to withdraw 


their appeal against the decision | 
of ‘the: lower court in acquitting 
Mr. Julius Kleffel, German, form- 
er general manager and vice- 
president of the now. defunct 
American-Oriental Banking; Cor- 


poration; on charges of fraud and 
misappropriation, 

At the end of March last, Mr. 
Kleffel, was found guilty by Judge 
Dzien in the First Special District 
Court on a charge of breach of 
confidence and was sentenced to 
six months’ imprisonment as well’ 
as being fined $1,000 and ordered 
,to pay back to one of the com- 
tplainants the sum of $20,000. 

Immediately after Mr. Kleffel was: 
convicted on a charge of breach of? 
confidence in the lower court, and] 
aequitted on charges of fraud andl 
misappropriation arising out of! 
the disappearance of $32,000 from' 
the safe-keeping vaults of the| 
American-Oriental Banking Cor-' 
poration when it closed its doors 
on May 24, last year, Mr. Kleffel’s 
attorneys announced that they 
would file an appeal against the 
conviction of their client. When an 
appeal was filed on behalf of Mr. 
Kleffel, the police also filed an ap- 
peal against the decision of the 
in acquitting the 


‘}former general manager and vice- 


president of the now defunct bank 
on charges of fraud and breach 
of confidence. 
Many Adjournments 

The appeal hearing was _ post- 
roned time and again, due to illness 
of the presiding judge, illness of 
the accused and many other dif- 
ficulties, Yesterday the prelimin- 
ary examination of the appeal 
was concluded and Judge Kyang 
announced that he would set a 
date for th. trial of the case. As 
during the trial in the lower 
court, Mr. Kleffel is still out on 
a cash bail of $20,000. 

At the opening of the hearing 


New Judge 
a new judge sitting on 
the ease, a major portion 
of the evidence was gone 
over yesterday morning. tt 
was alleged by witnesses 
for the prosecution, former em- 
ployees of the bank, that instruc- 
tions to transfer both the Young 
and Epport accounts from sufe- 
keeping to call-deposit had been 
given by Mr. Kleffel. The accus- 
ed branded these statements as 
a lie and pointed out that the 
employee was an educated man 
and would have asked him to 
sign an instruction on such a 
matter. ; 

Mr. Kleffel was quizzed by the 
judge yesterday as to why he 
signed a letter of recommendation 
for one of the employees of the 
bank as he apparently thought 
that there was some irregularity 
in his denartment. Mr. Kleffel 


| Ww ith 


JULY 16, 1988 - 


replied that everyone made mis-|, 


takes and that he did not want 


to handicap the man in his future Z 


connections. 
—_—— eo 


i 


J 


yesterday Assistant Municipal 
Advocate Paul Y. Ru informed; 
the court “that the prosecution 
had decjded to withdraw their 
appeal. He’ pointed out to the 
judge that the accused, Mr. 
Kleffel, had. filed an appeal first, 
and then an appeal was filed by 
the prosecution. Mr. Ru went on 
to say that the prosecution was} 
now of the opinion that the case 
had taken a long, long time tof 
hear and in order to save the 
court’s time, the prosecution 
would withdraw the appeal. ‘ 
Although the announcement 
came as surprise to almost every-| 
one present, neither Mr. Kleffel- : 
nor his counsel, Dr. A. Grossman, 
Dr. O. Fischer and Dr. Chen were 
surprised, apparently expecting te 
the announcement. : 
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Lengthy Lega 1 
Fight Predicted 
Over Kleffel 


Former A.O.B. C.__Man- 


en lay onl 


ager Hopes To Stay_, 
Out Of Jail 
RR 


The long-drawn-out legal battle 
to keep Mr. Julius Kleffel, former 
Manager of the .defunct American- 
Oriental Bank,- out of Ward Read 
Jail, will continue for some time 

come, It appears that the hear- 
‘ngs before Judge Kyang in the 2nd 
Kiangsu High Court during the past 
three months have been only a pre- 
liminary investigation and that now 
Mr. Kleffel will go before a full court 
of oo judges for his trial on ap- 


peal 

Mr. Kleffel was convicted early 
last spring of breach of confidence 
in connection with two amounts of 
money missing from the safe-keep- 
ng deposit vault after the A.- 
O.B.C. closed its doors in May, 1935. 
The ex-bank manager was charged 
with misappropriation, fraud and 
breach of confidence. The two 
Amounts involved were for $20,000 
and. $12,000. 


The First. Special District Court 
decreed that the banker was guilty 
of breach of confidence, but was 
‘freed of the other two charges. He 
was sentenced to six months in jail 
and ordered to pay the sum of 
$20,000 back to the man who plsced 
it in the bank for safe-keeping, Mr. 
Henry Young, a Chinese. 


Mr, Eleffel appealed to the 2nd 
_Kiangsu High Court against the de- 
clsion while the Shanghai Municipal 
Police who prosecuted the case, 
appealed against the failure of the 
lower court to convict on the charges 
of fraud and misappropriation. 
Yesterday morning when the case} 
came up for hearing in the High 
Court, Mr. Paul Y. Ru, Assistant| 
Municipal Advocate, announced that’ 
the police had withdrawn their 
appeal. 

The hearing yesterday morning 
was short. A few details in con- 
nection with the case were reviewed 
again and then the cqurt announc- 
ed that the preliminary investigation 
as far as the appeal tribunal was 
concerned had been completed. The 
case was then remanded for trial 
before a full court. It was stated 


'that the date would be announced. 
| later. . ~ 


Zhe Shanghai Evening ‘Post & Merce 


olice Withdraw 
Kleffel Appeal 


Case Confined Now To 
Deposits By Epport, 
Young In A.-O.B.C. 


The Shanghai Municipal Police 
this morning withdrew their ap-) 
pesl case against Mr. Julius 
Kileffel, German, former manager 
of the defunct American-Oriental 
Banking Corporation. 

The eppeal had arisen out of 
Kleffel’s acquittal a few “nontas 
ago on charges of fraud, mis-; 
appropria‘ion and breach of con- 
fidence in connection with $32,C0C 
that was missing from the safe- 
keeping vault after the bank 
closed its doors on May 23, 1935. 
The First Special District Court, 
which handed down the acquittal, 
however, sentenced Mr. Kleffel to 
six months’ imprisonment for! 
breach of confidence. Xleffel 
then filed appeal and the police 
filed their counter-appeal. 


New Judge 
The case which has dragged 


for many weeks in the 2nd Kiang- 
su High Court, will now be con- 
fined to the Epport and Young 
transactions in which deposits 
made by the two men were al- 
legediy transferred without au- 
thority from safe-keeping to call 
account. 

Judge Tsung, who has been 
hearing the case all along, has 
been transferred to the _ lower 
court and a new judge listened 
to evidence this morning. 


Witness Heard 

The hearing this morning was 
featured by the calling of a new 
witness, Dsa Fu, former employee 
of the bank engaged in the 
Savings Department. who denied 
the contention of Tsu, clerk and 
witness for the prosecution, that 
he had given him (Dsa) the re- 
ceipts for the accounts of Young 
anc’ Epport. An argument took 
place at this point and Wong, the 
compradore of the bank, was 
questioned by the judge in an 
effort to clear up certain con- 
tradictions between the two wit- 
nesses. 

Another bone cf contention be- 
tween the defence and pro- 
secution rose out of a letter which 
Mrs. Kleffel wrote to Wong 
thunking him for his services to 
her husband. This letter was 
written before the bank closed. 
Kleffel claimed that at the time 
the letter was written everyope 
theaght Wong was an honest man; 
and that nobody knew anything}: 
about the Young and Epport 
transactions. 

Honest . Mistakes 

The judge questioned Kleffel 
about the certificate he gave to 
Tsu when the bank closed. Kleffel 
ssid that he gave this certification 
of good conduct to Tsu because at}! 
that time he was convinced that/; 
the mistakes that had been made}: 
in the Epport and Young. trans- 
actions were. honest mistakes and 
therefore he did not hesitate to. 
recommend Tsu. because he did 
not want to spofl his future. 

Na definite Gate has been set 
for the next court resumption of 
the case. ee , 


ury, Wednesday, July 15, 1936 
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'A.-O. Bank Paying 
Second Dividend 
To Its Creditors 


Cheques for 10 Per Cent. 
Now in the Post 


: APPROXIMATELY $725,000 
FOR DISTRIBUTION 


Early last month it was announced 
;that the American-Oriental Banking 

Corporation (in liquidation) would 

pay a second liquidation dividend of 

10 per cent. to depositors and other 

creditors of the Bank about June 15. 

About 5,000 cheques, necessary for the 

payment of this dividend, now have 

been prepared, amounting to approxi- i 

mately $725,000 in Chinese currency. | 

All the cheques are drawn on the} 

Chase Bank, 80 Kiukiang Road, 

Shanghai, and are dated June 10, 1936. 

To avoid unnecessary burden upon 

the staff of the Chase Bank, the che-. 
;} ques for Shanghai depositors and 
creditors will be sent by post at the 
rate of approximately 500 per day, 
commencing to-day, and continuing 
until all have been despatched. 

The cheques for depositors and 
creditors of the Tientsin branch of 
the Bank already have been forward- 
ed to Tientsin and are to be posted 
at Tientsin this afternoon.’ Cheques! 
. for depositors and creditors in other 

places in China and in foreign coun- 
tries also have been posted. 

A first dividend: of 7% per cent. 
was paid to depositors and creditors 
of Bank during the month of Decem- 
ber, 1935. 


“Dick? Won g Declared Guilty Of 
Embezzlement At Kleffel Trial 


Sellett Testimony Supports Charge Compradore} 
Of A.-O. B. C. Misappropriated Funds; 
Lawyers, Judge In Squabble 


Mr. “Dick” Wong, calicd to the 
stand, told how Mr. Henry Ycung 
had approached him with $20,000 in 
banknotes and asked him to have 
the money converted into silver for 
safe-keeping im the trust depart- 
ment. Wong stated that he went 
to Kleffel who told him to advisc 
Young to put the money in call ce- 


Further testimony pointing to the 
alleged misappropriation and em- 
:bezzlement of “Dick'’ Wong, com- 
{pradore of the defunct American- 
Oriental Banking Corporation, was 
given by Dr. George Sellett, former} 
United States District Attorney, in| 
the 2nd Kiangsu High Court during. 
the hearing yesterday of the appeal 
case of Julius Kleffel, fenner its as the bank was ina bad 
manager of the bank. “1 When Young refused to do thts. 


Kicffel was sentenced to a six- WenE: said Bevan ee ee 
nis ni who approve e rece 
month prison term for breach of money for safe-keeping. He denied 


confidence i: connection with the |naving knowledge of the conversion 
disappearance of $20,000 belong to} |of the money from safe-keeping to 


Mr. Henry Ycung. a Chinese, and||call deposit until after the bank |. 


$12,000 belong to Mr. M. M. Epport,! | closed. 

Russian. Bcth these amounts were Clerk Never Saw Money 

; Tsu Yu-tsoong, clerk in charge of 

;committed to the bank's safe-keep- | {the bank’s safe-keeping department 

iing. : was called to testify next. He told 
Says Wong Guilty the Court that he was asked to sign 

Highlights of Pr. Sellett’s testi-] |the receipt but actually he had 
mony on the stand were: never seen the money. 

1. That he is satisfied both as a Questioned by the judge if this 
lawyer and as a liquidator that the} prccedure was unlawful, Tsu said 
Municipal Advocate’s office has} that manv unlawful things were 
enough information to convince any| done in the bank. : 
reasonable man that Wong was| | He told the Court that he re~ 


guilty of criminal action in the 
Young transaction and that he had| ferred the Young transaction to Mr. 


embezzled $100,000 belong to the} Walter Rave:. who approved the 
bank. ; procedure. In the Epport deal, Tsu 

2. That he was informed thar} 3@!d he asked Kleffel who instruct- 
the Municipal Advocate, "Mr. R. T.| 24 him to follow the same methods 


lSryan, and his assistant, Mr. Paui{ % the Young casc. i 
-¥Y. Ru, -had guaranteed-.Tsu Yu- 
soong, a glerk in charge of the trust| l#@wyer for the defense, wanted the 
department of the bank, that he judge to question Tsu whether he 
‘ z had an understanding with Mr. 
Sryan and Mr. Ru that if he im- 
olicated Kieffel there would be no 
sriminal suit against him. 

Earlier in the hearing, Dr. Sellett 
in his. testimony was _ repeatedly 
oer-ruled by Judge Tsocong who 
tonsidered all points which impli- 
rated “Dick" Wong as trrelevent. 

This was objected to by the defense 
yttorneys who claimed that Wong's 
‘estimony in Kleffel'’s trial was in- 
:trumental to the conviction. They 
sontended that anything to prove 
.‘Shat Wong was not to be trusted 
‘ind anything thet can be proved 


rr ec 


would not ‘be criminally prosecuted. 
his information was given by Tsu 
during a conversation at Dr. Sellett’s 
office. 
3. That he could not Yfearn from 
the accotints of Epport and, Young 
tending to show that Kleffel wat 
guilty of criminal action In those 
cases. . " 
Yesterday's hearlng was | markeo 
‘by repeated sharp .verbal clashes 
between the Assistant Municipal 
Advocate T. S. Lea and the defend- 
ing lawyers. : 
At one point in the hearing the 
session was temporarily held ur 
when all the three defense attorneys 
started to heckle Assistant Muni- 
cipal Advocate Lea who was alleged 
to be interrupting the testimony of 
Dr. Sellett. aa 
The temporary tie-up, was startec 
when Dr. Chen Ding-sai brough! 
cut that Mr. Bryan and Mr. Ru hac 
‘{allegediy promised Tsu Yu-soong 
the -clerk -in charge of the bank's 
trust department, that if he should 
implicate Kleffel in his testimony 
no criminal prosecution would he 
filed against him. 


Lawyers Wrangle 

Judge Tscong called Dr. Sellett 
back to the stand and questioned him 
on this point, Mr. Lea jumped uf 
and started to say something. “He 
was interrupted: by defense Lawyei 
Chen, followed by Dr.'A. Grossmantr 
and Dr. QO. Fischer, both for the 
defense. y kd 

Waving - their. hands, Dr. Gross- | 
mann and Dr,~° Fischer yelled} 


I case. 
Mr. Chen, defense lawyer, told 
‘he Court that evidence pointing to 


hands of the Municipal Advocate's 
~ffice. This remark brought As- 
‘istant . Municipal Advocate T. 3. 
tea to his fect. He said that the: 
nolice had often asked Dr. Sellett 
fr evidence but that the former 
iistrict attorney had always said 
he was busy, a 

‘ It was at this point, in refuting. 
‘the statement made .by Mr. Lea,: 
‘that Dr... Seliett averred . that 
enough evidence is-in-’the hands of: 
the police to-make a case against, 
‘Wong. & ; \ 
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It was at thls point that Mr. Chen, |}. 


tgainst him was material to aa 


Wone's guilt had been placed in the’ 


Nep-GLS 
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Sellett On Stand 
In Kleffel Case 


AOBC Compradore Loan 
‘Cash And Used Funds 
For Own Factory » 


Dr. George Sellett, prc-.ninent 
American lawyer who prosecuted 
the cas2 against Frank Raven and 
J. Warner Brown after the ccllapse 
of the Amcecrican-Oriental Bank 
last year, appeared in the 2ne 
Kiangsu High Court this ma:ning 
as a witness in the appeal case 
brought by Mr. Julius Kleffel, 
German, former manager of the 
A.O.B.C., against the decision of 
the First Special District Court 
sentencing him t« six months’ im- 
prisonment for breach of confic- 
ence. 

During the testimony of Dr. 
Sellett, who was ccacerned mostly 
with giving G@etails of the transac- 
tions involved in the cepcsits of 
Mr. Henry Young and Mr. Epp<ct, 
it was brought out that the ccm- 
pradore of the bank had arranged 
to raise money and to burrow 
money in ord2r that the native | 
banks might show a credit balance. 
It was also brought out that the 
compradore of tha A.O.B.C had 
loaned money to employees and 
hed used $50,000 for a lock factory | 
which was the compradore’s own 
property, 

German Official Sits In 

A great deal of interest was 
created In the courtroom when 
Dr, Kempe, vice-consul and chief 
of the legal department of the 
German Consulate, came to listen 
to the case. 

Dr, Sellett began his testimony 
with details of the Henry Young 
account. He said that on April 8, 
1935, Mr. Young had deposited 
$20,000 in notes in the bank for 
safe keeping. If the ordinary 
procedure had been followed. this 
amount would have been cunverted 
by the compradcce into silver and 
put into the safe keeping vault. 

A’ receipt was given to Young! 
signe by Tsu amd Raven, The 


1 
‘YX J 3 
es 


compradore, however? 
vert the deposit into 
obtained the %20.000 
1t as a gold deposit, thereby in~ 
creasing the account. 

Not Signed By Ravem 

In the safc-k2eping vault the 
gola deposit receipt was placea 
uncer the mame of Henry Ycung. 
this receipt was signed by Tsu_ and 
Feingold, but not by Raven. 

Concerning the Eppsrt transac- 
ticn. the witness said that the same 
procedure had been followed, ex 
cept that no actual money had 
been paid Into the bank, but a 
check drawn on the bank, and in- 
structions given to convert the 
$12,000 into silver and the amount 
put into safekeeping stock. 

If the proper procedure had been 
followed, the compradore would 
have to use from the amount “cash 
due from compradore” $12,009, de- 
creasing the balance of the account 
thereby. This was not done, but 
the same procedure as in the Young 
transaction was followed. 

Questions Put 

At the conclusion of Dr, Seilett's 
testimony, the judge asked Kleffel 
if he had any auestions to ask the 
witness. Kleffel replied that his 
lawyers had several questions to ask 
the witness. 

Dr. A Grossman Ssarted to ques 
tion Dr. Sellett, The judge advised 
counsel to ask only those question 
which were necessary. 

Four or five ‘questions which Dr. 
Grossman askec were not allowed 
to be answered. The tendency of 
all these questions was to show 
that Dr. Sellett had filed complaint 
with the Municipal Advccate against 
the compradore of the bank con- 
cerning the nature of the account 
“cash due from compradore.” The 
judge consideree that thes2 ques- 
tions were immaterial. 

Motion Overruled 

A motion by Dr, Grossman that 
the correspondence between Dr. 
Sellett and the Municipal Advocate 
be disclosed was overruled. 

Dr. Ficher, lawyer for defence, 
questioned the witness whether he 
had had conversations with the 
compradore concerning indebted- 
ness. Dr. Sellett cisclcs2¢ that the 
compradore had admitted in the 
preesnce of Mr. Gill, Dr, Sellett 
and his secretary, and the counsel 
of the compradore, that on Decem- 
ber 31, 1934, the ‘date on which the 
“cash due from compradore” was 
audited for the last time, he had 
arranged to raise some money and 
to borrow money in order to have 
native banks show credit balances 
in conformity with the books of 
the A:O.B.C, This practice was al- 
ways followed on the date of audit. 

Police Accused 

Dr, Seliett also disclosed that the 
compradofe confzssed to having 
used bank funds to give several 


-|loans to employes of the bank and 


the different Raven companies. He 
also confessed to having used $50,- 
000 for a lock factory which is the 
compradore’s Own property. — 

At this point, Municipal Advocate 
Paul Y. Ru jumped to his feet. and 
said the testimony was irtelevant. 

Strong exceptions were made by 
counsel for the defence. It was alleg- 
ed that these facts were very im- 

to the defense and it was 


‘stated that the “police have not 


oe ke A en LL 


done their duty.” 
Tho hearing was then adjourned 
sine die. 


. ! $20,000 helonging to 


.}during the Kleffel trial in the lower| 


Sana eee eae 


ADM 


the matter was irrelevant a 


era | 
[Fresh Request no igi Blacker vam 
‘For Sellett A haisers"tc’to‘thelr cect and pro- 
Witness Made 


ltcsted. Mr. Paul Y. Ru, Assistant 

|Municipal Advocate, also arose anc 
Attorneys For Kleffell 
At Appeal Hearing | 


advisz7d the attorneys to sit down 
There was considerable loud lega} 
Ask Appearance 


oy-play and after order returned, thi 
court asked Mr. Raven how much 

onzy he owed the A.-O.B.C. He 
Stated that he owed U.S.$600 and 
30.000 in Shanghal currency. He 
further testified that he had not 
signed Mr. Young's safe-keeping de- 
Vnosit slp. He added that he had 
A fresh request to call Dr. Georg? ;poyer examined the account since 


Enllett, liquidator of the defunct than 2,000 ac- 
American-Oriental Bankinz 
poration, to appear as witness for 
the defense was made in the 2nd 
!Kiangsu High Court yesterday at the 
recond hearing of the appeal case 
brought by Mr. Julius Kleffel, 
former Manager of the Bank, 
against his conviction on a charge 
of breach of confidence rendered in 
the First Special District Court early 
in March. 


there were more 


Cor-tcounts in the bank and that he, nor 


no other one man, could possibly 
examine them all. 

Mr. L. Feingold, former cashier 
of the bank, who gave testimony 
fegardirg the routine of the con- 
cern in the lower court, repeated 
this same testimony before the 
High Court yesterday. At the con- 


clusion of the session, the hearing: 


was adjourned until May 23. 


The same request was made at 
the first appeal hearing held one 
week ago but Dr. Scilett was not 


summoned. Attorneys for Mr. 
Kleffel pressed the matter yesterday, 
maintaining that the lauidator 


could give evidence that might, help 
to free Mr. Kleffel, who is now 
facing a six-month jail sentences. 

| Mr. Kileffel was originally tried on 
charges of fraud, misappropriation 
and breacn of confidence in conne:c-. 
tion with tho disappearance of 
Mr. Henry 
Young, Chinese, and $12,000, the 
|property of Mr. M. M. Epport. Rus- 
sian. from the safc-kecpinz vaults 
of the bank. He was acquitted tof 
fraud and misappropriation. 


Waiter Raven Testifies 

Yesterday's session, which jasted 
throughout the morning, was featur- 
ed by testimony given by Mr. Waltcr 
Raven, former Assistant Manager of 
the Bank, and a verbal battle be- 
tween the prosecution and defense 
lawyers, with Dr. A. Grossman, as 
{Eleffel attorney, playinz a leading 
role. 

Asked who gave the order trans- 
ferring Mr. Young's safe-keeptng 
account to call deposit, Mr. Raven 
declared that “it looks as if Mr. 
Tsu did so. I did not know that the 
money had been transferred to call- 
deposit until I was told so in Mr 
3ryan’s office.” The Mr. Tsu referred 
to is Mr. Tsu U-soong, former A.- 
O.B.C. clerx. 


Mr. Raven continued that he 
could only surmise as to what Tsu 
had to gain by making suo a 
transfer. “Mr. Kleffel, just before}. 
the bank closed, kept asking Wong 
{the bank compradorc) to withdrav 
the money of the A.-O.B.C. froin 
the ‘native banks.” the witness de- 
clared. “If Tsu owed Wong money. 
he might give the order for transfer.|. 
and then the pressure from Kleffel 
on Wong would be reduced. +» With 
;cash on hand, the pressure would be 
less and less." 


The witness then recalled that 
‘Wong had made the statement in}. 
both Mr. Kleffel’s and his presence 
that the Younz matter had been 
taken care of. This was before the 
bank closed. Continuing. he began 
to point out alleg2d mistakes in the 
transcriptions of his testimony made 


court. He was interrupted by the 
court. The latter pointed out that 
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Deadline In Raven | 
Appeal Passes, No 
Word From America 


With the deadline for perfecting 
his appeal passed today, and no 
word received from America, it is 
believed in Shanghai that Mr. Frank 
Jay Raven, convicted by the United 
States Court for China in connec- 
tion with collapse of the American- 
Oriental Banking Corporation and 
allied interests, has not carried’ his 
case to a higher tribunal. 


At the office of the U.S. District 
Attorney here no news had come in 
by noon. and it is thought that Mr. 
Raven has given up his original 
intention of making an appeal to 
the Court at San Francisco, as he 
sald he would at the conclusion of 
his dramatic trial here during the 
month of January. 


Mr. John Warner Brown, con- 
victed on similar charges of fraud, 
theft anc <cmbezzlement alsc: filed 
an appeal, but withdrew it before 
the two men were deported tne 
latter part of February to the peni- 
tentiary on McNeill's Island, in the 
State of Washington. Mr, Brown’s 
term was for two years. 
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To Pay 10% 
On June 15 


Dy. George Sellctu Is 
Named = Liquidator 
Of Raven Group 


IS ‘ALSO TRUSTEE 
OF. ASIA REALTY 


To Post Bonds Total- 
ine U.S.$119,990D 


i=) 
ri With Court 


“We have continued to collect 
moneys owing to American-Oriental 
Banking Corporation and will pay a 


10 per cent dividend to the de-|. 


positors and other creditors of the 
bank about June 15, 1936." Dr. 
George Sellett, newly appointed 
liquidator of the defunct Raven 
financial institutions and trustee of 
the Asia Realty Company, told 
newspapermen yesterday afternoon. 

Dr. Sellett was named liquidator 
to succeed the late Mr. Frank Hough 
by Judge Milton J. Heimick in the 
United States Court for China yes- 
terday morning. He vill be reauired 
to post a bond of U.S.$60,000 for the 
faithful performance of his duties 
in connection with the task of 
liquidator and a bond of U.S.$50.006 
as trustee of the Asia Reaky Ccm- 
pany. 

Four orders were tssued by Juag: 
Helmick, three. making Dr. Scllett 
liquidato: of the American-Oriental 
Bank, the Raven Trust Company and 
the American-Oriental Finance Cor- 
poration. and the fourth made him 
the ARCO trustee. The three orders 
‘were exactly alike in phraseology. 
They stated: “It appearing to the 
Court that owing to the lamentable 
death of Frank L. Hough there is 
no liquidator. herein, wherefore, it 
is ordered, adjudged and decreed 
that George Sellett be and he hereby 
is appointed . Liquidator.” 

The Asia Realty order stated that 
he “shall in his discretion continue 
to manage and operate the business” 
in the same manner as it has here- 
tofore been conducted by the office 
and directors. . 

Dr. Sellett’s. statement, issued 
after his, appointment, - follows in 
Tul: i Pris 

“Mr. Hough's task of lIiquidatins 

these companiés was..most difficult. 


The ability anid. -the. exemplars.) . 


courage and impartiality with 


he dealt: with the. mumerous- com-f° 


licated problems of the laquitiation 
ve. in a. very large ‘hMeasuré: sim- 
ylified the work of completing the 
Aquidation of” the campanics. We 
have .continucd. to” collect moneys 
owing to the Bank end will pay @ 
10 per cent dividend to the de- 
positors and other creditors of the 
Bank about June 15, 1936. ‘ 
“We are unable at this time to 
announce a date for payment of a 
dividend to creditors of the Ameri- 
can-Oriental Finance Corporation 
but hope to be. able to make an .an- 
nountement within the reasonably 
near future. Upon the suspension of. 
-business of the Raven Trust Com- 
pany the :essets of the Trust Com- 
pany wére of almost no. value. 
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“Very little money has becn col-!; 
Iccted for the Trust Company and 
it is probable; that there will be 
nothing available for distribution 
among the general creditors of the 
Trust Company. Our efforts are 
being directed toward effecting the 
collection of all collectable moneys 
owing to the Bank, the Finance 
Company and the Trust Company 
before the end of the year 1936, for 
payment of further dividends and 
with a view to finally winding up 
the companies early in 1937. 

“Asia Realty Company has been 
very economically managed under 
the trusteeship and we believe that 
the secured and other creditors of 
the Realty Company are better pro- 
tected. than they were immediately 
before the Realty Company went 
into trustesship. The value of the 
intcrests of unsecured creditors «i 
the, Realty Company will depend 
upon. Shanghai real estate values.): 
Whether the Realty Company will]: 
be reorganized is at the moment): 
undetermined.” 
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Sellett Appointed ee 
AOBC Liquidator. REGIST & 


Se 
Former U.S. Attormey a 
Named To Fill Hough 
Place By Helmick a aa aaa 


Dr. George Selleté, local American 
attorney who was recently special 
assistant to the prosecution in the 
Raven trial, was appointed liqui- 
dator of the American-Oriental 
Pankihng Corporation and allied 
intcresis today by Judge 
Milton J. Helmick in the United 
States Court for China. Succeeding 
the late Mr. Frank L, Hough, who 
died in Philadelphia last Monday, > 
Mr, Sc:ilett will be required to 
file a bond of U.S$60,000, for the 
faithful performance of his duties. 

Four separate orders were made 
this morning by Judes Hel- 
mick, including appointment of 
Dr, Sellett as trustee of the 
entire estate of the Asia Realty 
Company, Fed, Inc. USA, 2a 
dehtor ccrnoration. In ccnnection 
with this firm it was ordered that 
he “shall in his ciseretion con- 
tinue to manage and operate the! 
kusiness” in the same manner and 
to the same extent as it has her2- 
tefore been concucted by the 
officers and cirectors. The ‘bond in. 
this case was 1.S.$5°00. i 

Bond Bs High 

The other thrte orders, which 
were alike in phraseology, tegen: 
“It appearing to the Court that 
owine tc: the lIamentabie death 
of Frank L, Hough thsre is no 
liquidator herein, wherefore, it is 
crderec, adiucged and decreed that 
Gecrge Sellett be anc he hereby 
is appointed Liquigator. . . . 
“For the positicn as liquidator of 
ths American-Oricntal Banking 
Ccrporation a bond of U.S.$25,000 
has to be posted, and U.S.$15,000 
each must be put up for the 
American-Orienta,} Finance Cor- 
poration and the Raven Trust 
Company. 

Mr. Sellett, when informed of his 
appointments this morning, madc 
the following statement: 

“Mr. Hough's task of liquidating 
these ‘companies was most difficult 
The ability and the examplarv 
courage and impartiality with 
which he dealt with the numerous: 
complicated problems of the, 
liquidation have in a very large 
measure simplified the work of 
completing the liquidation of the 
companies. 

Coliectoins And Payments s 

“We have continued to collect 
moneys owing to the bank and. 
will pay a 10 per cent dividend to, { 


“ 


the depositors and other creditors " - 
of the bank about June .15, 1936. \ Ne 
We are unable at this time to an~ ee 
nounce a date for payment of 2 a - we 
dividend to ereditors of the e Sy 
American-Oriental Finance Cor- Ny 
poration but hope to be able to ‘. 
.jmake an announcement within the 4 MS! 
reasonably near future. 

“Upon the suspension of business 
of the Raven Trust Company the 
assets of the trust company were 
of almost no value, Very littie 
money has heen collected for the 
trust company and it is probable 
that there will be nothing avail- 
‘}Jable for distribution among the 
|general creditors of the trust 
company. - 
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Hough To Be 


Knewn Soon 
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‘Helmick To Name New 
Bank Liquidator 
Fri. Or Sat. 


Successor to the late Mr. Frank 
I. Hough, liquidator of the de- 
funect American-Ortental Banking 
Corporation and “other Raven ts 
rancial Concerns, Will be named cither 
friday or Saturcay by Judge Milton 
J. Helmick, of the United States 
Court for China, it was learned yes- 
terday. 

In the meznutime, Dr. George Sel- 
Iett, who took over the task of 
handling the affairs of the vank 
after Mr. Hough's departure fcr the 
United Stales in March, is continu- 
ing in that capacity. Although no 
Indication has been given as to who 
the new liquidator may be, Dr. 6el- 
lett will continue to serve as attorney 
far the defunct Raven concerns. 

It also was learned yesterday that 
the business of liquidating the bank 
and associated concerns has now 
developed into a matter of daily 
routine, most of the really difficult 
work having been straightened out 
and completed prior to Mr. Hough's 
departure. 

Mr. Hough died at the University 
of Pennsylvania Hospital in 
Philadelphia, two days ago shortly 
after submitting to a minor opera- 
tion. His tonsils were removed by 
attencing surgecns in the hope that 
this measure might aid in reducing 
lthe patient’s blood pressure. 
| The vank liovidator left Shanghat 
(with the idex of spencing two 
menths in the hands of specialists in 
Philadelphia. 

Upon arrival in Philadelphia, he 
entered the hospital for coservation, 
and for a time, his conditicn seemes 
to be auite all right. He took a 
turn for the worse after about 10 
days and .after a week had gone 
by, surgeons decided to perform 2 
tonsilectomy. 

Wews of Mr. Hough's death was 
received in Shanghai early Tuesday 
morning. The report came as a 
decided sheck for the liquidator was 
well-known and popular in many 
circles. He was managing director 
of the R.C.A.-Victor Company of 
China since 1933. He was appointed 
Nquidator of the Raven concerns by 
the United States Court for China 
on June 3 of last year. 

It is understood that funeral 
services for Mr. Hough will.he held 
in Philadelphia, his native city. 
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Taken By Death 


L 29, 1936_ 


Three 
received stating that physicians had 
decided to remove his tonsils in an 
effort to relieve his blood pres- 
sure. A few hours iater another 
cable arrived stating that the 
operation had been performed but 
that Mr. Hough was in a_ serious 
condition. Late Monday afternoon, 


isanother message from the hospital 
at Philadelphia announced that he|. 
i was not expected to live through the}' 


night. The cable announcing his 
death was received at the R.C.A.- 
Victor Offices, of which Mr. Hough 
was the Managing-Director, yester- 
day morning. A 

Both the R.C.A.-Victor and the 
offices of the liquidator: of the 
Raven concerns were closed imme- 
diately on receipt of the tragic 
news, while the United States 
Court for China, which also was in 
session at the time. was adjourned 


for the day. One short case had 
‘lpeen heard when Dr. Sellett, who 
-|had entered the courtroom, arose 
-|and informed the court of Mr. 


Mr. Frank L. Hcugh, liquidator of 


American-Oriental ‘ 
Managing ” 


ithe defunct 
Banking Corporation, 
Directcr oi the R.C.A.-Victer Com- 
pany of China and prominent > 
Am¢rican resident of Shanghai, , 
whe died ut a hospital in Philadet- 
phia Menday. News of his death 
was received here at 2 o.m. yester- 
day. 


Dr. Sellett To: 


, 


Hough's death. After paying brief 
tribute to the memory of the de- 
ceased, he suggested that court be 
adjourned. 
“& Splendid Citizen” 
Judge Milton J. Helmick granted 
the adjournment, stating: 


citizen and a _ faithful 


officer of this Court.” 


It is understood that a liquidator 


to succced Mr. Hough may be ap- 
pointed by 
the end of the 

Mr. Hough was born in Philadel- 


current week. 


Carry QO n At phia in 1885 and would have been 


Bank Position 


News Of Hough Death 
In Philadelphia 
Shocks City 


Until the appointment of anothe: 
liquidator to succeed the late Mr 
| Frank L. Hough,. who died earls 
;yesterday in Philadelphia, Dr 
‘George Sellett, prominent. American 
,attorney. will continue to remain in 
.charge of the affairs of the defunct 
‘American-Oriental Banking Cor- 
iporation and allied institutions of 
the Raven Group. 


In the meantime, Shanghai 
mourns the passing of one of the 
city’s most prominent American 


business men. News of Mr. Hough’s 
death came as a decided shock to 
all his many friends and business 
assocfates. : 7 se 

Mr. Hough died at 1055 a.m. 
Monday following the removal of 
his tonsils at the University of 
Pennsylvania Hospital, where he; 
had been a patient for several 
weeks. He left heré’ on March 8 
on the Empress of Japan and had 
expected to be back in -Shanghal 
early in May. 

One week after his arrival in 
Philadelphia, his native city. he 
entered the hospital for observation 
only. ‘Shortly beforé leaving Shang- 
hai, he had undergone a physical 
examination and discovered that his 
blood pressure high. Later, he 
started suffering from eye trouble 
and it was primarily to have his 
eyes treated by Philadelphia spe- 
cjalists that prompted him to make 
the trip to the United States. 

_ . Cabled Nothing Serious 

Upon entering the hospital, he 
cabled Mrs. Hough who remained 
in Shanghal, residing at their new 
home .at 432 Avenue Haig, that 
nothing really serious had been dis- 
covered by the doctors, but added 
that he intended remaining at the 
hospital 10-or 12 days for. observa~ 
tion, Another cable received a few 
days later ¢ 
) were of the opinion that 


51 years old next Monday. His 
father was a well-known  news- 
paperman, having been Editor of 
the Philadelphia Bulletin for many 
years. He also owned a_ half- 
interest in the famous Philadelphia 
thletics, world) basebail champion: 
at various times in the history o: 
major league baseball. 

Completing his education in Phi- 
ladelphia, he became interested in 
the motion picture and electrical 
industries und joined the Thomas 
A. Edison Company in 1908. After 
spending a number of years in the 
factoriq@s and laboratories of. the 
concern, Mr. Hough went on the 
read as a traveling representative 
for the Edison products. He spent 
three years traveling throughout 
the Northwestern United States, 
introducing light bulbs, phonographs 
and other products of the Faison 
concern to the then unmodernized 
districts of the American prairies. 
Thus Mr. Hough was an important 
factor in leaving the mark of the 
great Edison In the still wild hin- 
terlands of the cattle and wheat 
country of the United States. 

Installed Power Piants 


One of his- le . traveling 
through the wortiest. ~Was to as- 
sist and supervise the installation 
of power plants in the small towns 
and cities of the Dakotas, Wyoming, 
‘Montana and Western Nebraska. 
|Many of these plants still remain 
‘tn operation. 

1 Possessing ao thorough knowledge 
‘of the electrical industry and the 
‘electrical gocds business, Mr. Hough 
soon became one of the crack men 
swith the Edison concern and in-1918, 
‘came to Shanghai as a representa- 
;tive of the Edison-Electric Company. 
jHe remained in China until 1920 
‘when he went to Java for the com- 
pany, living there until 1922. 

- Upon his return to the. United 
States, Mr. Hough: joined the old 
Victor Talking ‘Machine Company, 
and was sent to the Argentine to 
manage.the company .there. For 
the next 10 years,-Mr. Hough made 
his headquarters at Buenas Aires. 
He returned to Camden ih (1032 
and came to-Shanghai the follow- 


was to the effect that ing year as Managing-Director of 


there was no necessity for sn} 


H nfiarationiocsas..oi ce) 


“The: 
‘\suggestion is well taken, Mr. Hough 
was an exemplary public servant, 2° 
- splendid 


Judge Helmick before’ 


{the R.C.A.-Victor Company of 
yChina.- He was named ‘liquiiator o, 
the defunct Raven financial ‘co: 
;cerns and trustec of the Asia Realty 
Company by Judge Milton J; Mee 
mick on June 3 of last yea¥,about| 
10 days after the collapse of the 

American-Oriental Bank. 

Mr. Hough took over the handling} 
of the affairs of the concerns im- 
mediately. When the Court sails 
jon the bank were broken and he 
formally took over his office. there 
was only $7,000 in the vaults and 
some seven or cight millions out- 
standing. By dint of hard work 
against innumerable obstacles. Mr. 
Hough collected sufficient funds 
within a few weeks to pay off back 
salaries of the employees. 


EMicient Liquidator ‘ 

Within four months, hc announc- 
ed a2 payment of all depositors with 
accounts Jess than $50 in the bank. 

Some $60,000 was disbursed. By' 

Christmas, he had collected more 
‘than $800,000 and had made a 7': 
per cent payment to all depositors. 

From the time he took over the | 
liquidation of the Raven concerns 
until shortly before his departure. 
Mr. Hough spent many long hours 
in the office of the bank as well as 
the offices of R.C.A.-Victor. He 
fell ill last November but after re- 
maining at home for a few days, 
returned to his offices and went 
back to work. He made one short 
trip to North China, and upon his 
return, announced that he was not 
feeling well. 

No noticeable improvement in his 
condition was made and after the 
Raven and Brown trial, he was con- 
fined to his bed at home for some 
time. Upon his return to his office, 
eye trouble devcloped and it was 
then that he decided to consult 
specialists in America. 

Mr. Hough was an ardent basc- 
ball fan and possessed expert know- 
ledge’ of the game: knowledge 
attained during his early associa- 
tion with the Athletics. During the’ 
sunumer months of last year when 
he was literally buried with work, 
about the only recreation that he 
{was able to find time to enjoy was 
an occasional motion picture and 
jthe Sunday and Saturday after- 
noon baseball games. 
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Failure Hits 
City Hospital 


St. Luke’s 1935 Report 
Reveals No New Build- 
ing Planned Now 


FUNDS SAVED FOR 


20 YEARS’ LOST 
Interior Floods Bring 


Influx Of Poor 
‘ Patients 


Listing the failure of the Ameri- 
can-Oriental Banking Corporation 
fs a grest blew to its finances. the 
1935 report of the St. Luke’s Hos- 
pital issued yesterday disclosed that 


Drain On Eesources 
All these free patients, the St. 
Luke’s Superintendent painted out, 


' were a drain on the hospital's re- 


the proposed new ho:pital, labora- ; 


tory and nurses training 
buliding will be postponed inde- 
finitely. 

The hospital also ended the year 
with a $6,000 deficit, due to the 
general depression in Shanghai and 
the influx of destitute patients from 
flood areas. 

On the money lost due to the 
bank failure. the rerort said: 
“Pr3ctically the whole of our new 
building fund was deposited in the 
American-Oriental Banking Cor- 
poration, 
pany or loaned to the Asia Realty 
Company. In round figures we had 
in these institutions approximately 
$727,000. It seems that«the best we 
can hope for is to.recover about 
60 per cent and most of this from 
what was in the Asta Realty Com- 
pany. s : 

“These funds,” the hcspital Super- 
indendent continued. “represented 
20 years’ of accumulation from 
many dcnors, so that the prospects 
for our new plant are not very 
bright.‘ However, the sick and the 
injured in-Shanghai.must be cared 
for, so we are preparing to fix ut 
our <old building as much as pos- 
sible and carry on.” _ 

Flocds Bring Patients 

During. the. year, floods in many 
parts of.China brought an increase 
of patients ‘to the St. Luke’s. On 
financing - the: hospitalization of 
these people, the report said, “These 
patients, of course, are unabie. to 


school { 


the Raven Trust Com-: 


Pay any part of their eee 'g and: 


we had.trouble getting 
after they were healed. : 

“When we. offered them fare to 
go back home they simplp sald that 
there was:n0. use of goles hpck: as 
the country was covered with water. 
The cniy thing that could be <done 
wag to give them small amounts 
from gqur Soclal Service Fund..tc 
help them start ariew in. Shanghai,” 
the report contintied. 

“There were several pathetic 
cases of children who had lost their 
homes and:in one case at least, a 
whole family had been drowned ex- 
cept a 12-year-old boy who was 


of them 


brought to.the St. Luke’s by a rick-" 


she coolie who found him lying in 
an alleyway. He had atolen rides 
on river boats to get to Shanghat 


and became .ill while begging cn the’ 


streets. We were happy to be able 
to “find a home fcr him with the 
National. Child ‘Welfare Associs- 
tion,” the report revealed. 


sources. Also, the depression in 
Shanghai forced many people who 
would otherwise go to private rooms 
to enter wards where the fre was 
not encugh to cover their care. 
At present, the hospital. forced 
to remain in its old quarters. is in 
need of money to retile the xit- 
chen. This wilt cost about $1,400. 
Also. the medical building of the 


hespital. now insuMciently heated 
with stoves and grates, is needing 
a new furnace. Some $6,400 is 
expected from donors ‘for this 
purpose. 

During 1935, St. Luke's received 
a total of $16,355.30 in centributicns 
and $29,698.60 itn subsidies from 
the Shanghai Municipal Council 


n Church Mission 


webs 


and the America 
appropriation. 
rr total of 113,388 cases 
treated during the year 
out-patient . departm: 


pital's ; 
Some 3,012 persons used the wardp, 
totaling 49,784 days in hospitj us 
service. ¢ 
—— § 
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KLEFFEL APPEAL 
“FOR APRIL 18 
Ex-Bank Manager And 


S.M.P. Seek Reversal 
Of Court Decision 


The heari: of the appeal in 
the case of Julius Kleffel, German. 
former general manager and vice- 
president of the now defunct 
American-Oriental Banking Cor- 
poration, who was recently con- 
victed on a charge of breach of 
confidence, will be heard before 
the Second Branch of the Kiang- 
su High Court on Saturday morn- 
ing, April 18. 

Mr. Kleffel is appealing against 
the decision of Judge Dzien, hand- 
ed down in the First Special Dis- 
trict Court last month, in finding 
him guilty of breach of confidence 
and sentencing him to six months’ 
imprisonment and a fine of $1,000, 
as well as ordering him to pay 
back $20,000 to Mr. Henry Young, 

-|Chinese, one of the complaining 
- | witnesses. 

The Shanghai Municipal Police 
has also appealed the decision 
of Judge Dzien. The legal repre- 
sentatives of the Police seek the 
reversal of the lower court’s deci- 
sion in acquitting Mr. Kleffel on 
charges of fraud and misappro- 
priation. 

Action against Mr. Kleffel was 
commenced early in February of 
this year, shortly after the close 
of the now famous Raven and 
Brown trial in the United States 
Court for China. Messrs. Frank J. 
Raven and J, Warner Brown were 
sentenced. to five and two years’ 
imprisonment, respectively, in the 
U.S. Penitentiary at McNeill’s 
Island, for fraud and misappro- 
priation in connection with the 
affairs of the now defunct Ameri- 
can-Oriental Finance Corporation. 

Mr. Kieffel upon being summoa- 
ed before the Chinese tribunal to | 
answer to charges of fraud, mis- 
appropriation and breach of con-| 

fidence, in connection with the: 

és disappearance of from 

i \safe-keeping vaults of the bank, |! 

2 denied all knowledge of same. He}: 

. 2 placed the blame on the shoulders 

% a of Mr. Dick Huang, the bank’s |: 
eae yy 5 compradore and a 
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‘(Court yesterday morning for the 


{ducted i& chambers. No indication 
*|was giverr as to when the appcal 
“jproceedings might get under way. 


; against the. decision of thse lower 
, {court convicting him of breach of 


,|Police have. filed. appeal-against the 

action of the First Special District 
‘jcourt in ‘aeqiitting the form2r 
‘lbanker of fraud and misappropria- 


Kleffel Fails 
To Appear 
At Appeal 


Case Is Adjourned Sine 
Die At Request Of 
Attorney 


Mr. Julius Kleffel, former Man- 
ager of the defunct American- 
Oriental Banking Corporation, fail- 
ed to appzar in 2nd Kiangsu High 


first hearing of his appeal against 
the decision of the First Special 
District Court, sentencing him to 
six months imprisonment and to pay 
a fine of $1,000 for brsach of confi- 
den-e in connection with two safe- 
keeping transactions handled by 
the bank before it closed last May. 


Police representatives and Messrs. 
R. T. Bryan, Jr.. Municipal Advo- 
cate, and Paul Y. Ru, Assistant 
Municipal Advocate, appeared in 
court, ready to proteed with the 
case, Mr. Kleffel was represented 
by his attorneys, Dr. A. Grossman, 
and ‘associates. Counsel for Mr. 
Kieffel. asked -for an adjournment 
and the case was remandscd sine 
die. The proceedings were con- 


While; Mr. Kleftel has appealed 


confidence; the Shanghai Municipal 


tion. This latter step, it has been 
pointed out, was taken as a counter- 
move against the Kleffel eppeal. 


Mr. Kleffel was tried for fraud, 
misappropriation {and breach of 
confidence in conhection with two 
safe-keeping transdctiuns, involving 


$32,000. The money was placed in 
the bank, $20,000 by Mr. Henry. 
Young, Chinese, and Mr. M. M.:; 
Epport, Russian, during April, 1935, 
a menth before .the bank closed. 
The two depcesitors were given safe- 
keeping receipts -but later, the 
money was diverted to call account 
and when the bank closed,” it was 
not in the safe-keeping. vault. 

Mr. Kileffel denied that he had 
anything to do with the diversion 
of the’ $32,000°to call account, nor 
did he know about the transactions 
until after the bank had closed, He 


placed the blame for the irregu-|: 
larity on the shoulders of the Chin- 


ese compradore and a‘Chinese clerk]: 


in charge of safe-kceping. 


ee 
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_action and a good bit of the blame 


during the ‘period of appeal. 


Appeal Filed 


By S.M.P. In) 


Kleffel Case 


Seek Reversal Of <Ac- 
quittal On Two 
Charges 


EX-BANKER ALSO 
APPEALS DECISION 


Police Action Reported 
To Be Counter. 
Move 


The Shanghai Municipal Policc 
have appealed against the decisior 
ef Judge Dzien. of the First 
Epecial ‘District Court, in handing 
down an.acquittal against Mr. Julius 
Kleffel. former Manager of the de- 
funct American-Oriental Banking 
Corporation, on charges of fraud and 
misappropriation, a CHrna Press 
reporter learned yesterday. 

In the meantime, Mr. Kleffel has 
filed appeal against the decision of 
Judge Dzien in finding him guilty 
on a charge of breach of confidence. 
under which the accused was 
sentenced to five months’ imprison- 
ment and ordered to pay a fine of 
$1,000. as well as to pay $20,000 to 
Mr. Henry Young, Chinese, one of 
the complaining witnesses. First 
hearing of the appeal will be held 
in 2nd Kiangsu High Court at 10 
o'clock tomorrow morning. 

Action of the police in filing 
appeal against Bhe lower court's 
dccision was made as a_ counter- 
move, it “as reported. 

The Kieffel case had its beginning 
shortly after the close of the now 
famous Raven and Brown trial in 
the United States Court for China, 
in which Messrs. Frank J. Raven 
and John Warner Brown were 
sentenced to five and two-year" 
terms at the U. S. Federal Prison, 
McNeill'’s Island for fraud and mis- 
appropriation in connection with the 
affairs of the. defunct. American- 
Oriental Finance Corporation. 


Mr. Kieffel, a German, was sum-~- 
moned before the First Special Dis- 
trict Court to answer charges of|: 
fraud, misappropriation and breach 
of confidence in connection with two 
safe~keeping transactions in the 
AOBC. The. chief -complaining 
witiess was Mr. Young, who test- 
ifled that he had placed $20,000 in 


cash in safe-keeping with the bank}_ 


early in <April, 1935,.. Shortly before 
the bank closed its doors. It was; 


‘further broughtout ‘that Mr. M. M. 


Epport, Russian, had ‘placed $12,000 


in safé-keeping the latter part of}: 
-April the same. year. When the safe-|° 


keeping vault was opened after the 


bank had closed, it was discovered |_ 


that these two 5ums had not been 
placed in safe-keeping although re- 
ceipts for that purpose had been 
given to the’ customers. The money 
had been diverted to call account. 


Mr. Kleffel flatly denlea that he 
knew anything about the trans- 


was placed on the shoulders of the 
compradore, Mr. “Dick” Wang, and 
a Chinese clerk in charge of safe- 
keeping. Mr. Kleffel. was. acquitted 
cr fraud and - misappropriation 
charges but was convicted of breach 
of confidence. He was also ordered 


ose er anne eee 


. to pay back the $20,000 lost in: the 


bank by Mr. Young. 


Mr. Kieffel was under $20,000 cash 
bond during the course of the trial 
and this bond mas held in force 
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Kleffel Given 


Six Months’ 


Term And $1,000 Fine 


Former A.-O:B:C. Manager Found Guilty Of Breach 
Of Confidence, Ordered To Pay $20,000; To 


Retain Liberty 


During Appeal 


Mr. Julius Kleffel, German, 
former General Manager and 
Vice-President of the now defunct 
American-Oriental Banking Cor- 
poration, was sentenced to six 
months’ imprisonment and fined 
$1,000 by Judge Dzien in the Fifst 
Special District Court yesterday 
morning upon being found guilty 
on the charge of breach of con- 
fidence in connection with the dis- 
appearance from the sate-keeping 
vaults of the bank of $32,00u at 
hess time of its closure on May 24, 
ast. 

vudge Dzien, in passing  sen- 
tence, acquitted Mr. Kierel on 
‘charges of misappropriation ana 
tfrauu, which were also tramea 
against him by the prosecution. 1n 
deaung witn the civil ciaim ot 
$zu,¥uu filed agaist Mr. Kiettel by 
Mr. Henry xoung in connection 
with tne criminai action, the Jurist 
oraeread tne tormer General man- 
ager of the bank to pay back tne 
money together witn interest at 
hive per cent. per annum. 

Mr, Kierel was not present in 
court at tne time that sencence was 
pronounced by Juage Wzien, buu 
was walling in his motor car park- 
ed on ‘Tsepoo Koad, just outside 


ja CaS 


the court compound, to hear his 
fate. In passing sentence Judge 
Dzien ruled that Mr. Kleffel would 
have to be taken into’ custody and 
confined to Ward Road Gaol imme- 
diately, but upon application of 
the defence counsel, Dr. A. 'Gross- 
man, he allowed the accused to re- 
main on his original cash bail of 
$20,000 during the period of ap- 
peal. Dr. Grossman stated yester- 
day morning that an appeal would 
be filed immediately with the 
Second Branch of the Kiangsu 
High Court. 


Third Officer Sentenced 


Mr. Kleffel is the third officer of 
‘the defunct Raven organizations to 
be tried and sentenced. The_first 
two, Mr. Frank Jay Raven, Pres- 
ident of the Bank and the Amer- 
ican-Orienta] Finance Carporation, 
and Mr. J. Warner Brown, Vice- 
President and Manager of the Am- 
erican-Oriental Finance Corpora- 
tion, were sentenced to five and 
two years’ imprisonment, respec- 


Mr. J. KLEF! EL 


tively, by Judge Milton J. Helmick 
in the United States Court for 
China on February 3, of this year. 
The two American officers were 
found guiltv on seven charges .of 
embezzlement and fraudulent false 


a month ats 
conviction 


Mr. Brown 


an appeal, attorney, 
4Richard T. Evans of Tientsin, 
having sailed for the United States 


j there. 


Prosecution A Surprise 

The prosecution of Mr. Julius 
Kleffel, commenced _ more than 
jeight months after the failure. of 
the bank, came as a big surprise, 
especially. after the defence in- 
troduced into evidence a_ testi- 
monial given to Mr. Kleffel by Mr. 


Pnerei ren eer ee 


Cpe eee, 


pretences following a trial lasting |! 


2 fortnight ago, to represent him , 


MARCH 11, 


Frank L. Hough, liquidator of the 
Raven companies, on November 24, 
jast. In this testimonial, Mr. 
Hough stated that Mr. Kleffel had | 
carried out his duties as bank man-. 
ager properly and that he was in! 
no way indebted to the bank. Dur-_ 
ing the trial Mr. Robert T. Bryzn, 
Municipal Advocate, called Mr. 
Kleffel a “crooked banker” and. at- 


tacked Mr. Hough for allegedly 
shielding Mr. Kleffel. 
The complaint against Mr. 


Kleffel was signed by Mr. Henry 
Young, a Chinese who claimed to 
have lost $20,000 and Mr. M. M. 
Epport, a Russian who alleged the 
loss of $12,000. Mr. Hough’s signa-' 
ture was also on the complaint. He 
stated that he had signed it upon 
the request of the U.S. District 
Attorney, Mr. Felthan Watson, and 
Mr. Bryan, the Municipal Advoc- 
ate, being told that they wished to 
thoroughly investigate the affairs 
of the bank. 

Mr. Kieffel was charged under 
Article 336, 339 and 342 of the 
Chinese Criminal Code with mis- 
appropriation, fraud and breach of 
confidence. It was alleged by the 
prosecution that under his instruc- 
tions the two deposits amounting 
co $32,000 were taken from the 
safekeeping account and placed in 
deposit on call account. The two 
chief witnesses for the prosecution, 
Mr. Dick Huang, the compradore 
of the defunct bank, and Mr. S. E. 
(su, the head of the safekeeping 
department, alleged that Mr. 
dletfel knew about the two tran- 
sactions, The accused denied this, 
maintaining that it was impossible 
for him to keep track of hundreds 
of transactions that had passed 
through the bank daily. He placed 
the blame for the diversion of the 
two accounts from safekeeping to 


“| deposit on call account on the com- 


pradore and the head of the safe- 
Keeping department. 

Mr. Walter Francis Raven, form- 
er assistant manager and office 
manager of the bank, testified that 
Mr. Kleffel knew nothing regard- 
ing the Young transaction, while’ 
the Epport transaction he had 
brought to the attention of Mr. 
Kleffel, but was told to use his 
own judgment about it. Mr. Raven 
maintained that he signed the two 
safekeeping receipts on the under- 
standing that Mr. Tsu as head of! 
the satekeeping department had 
received the cash and placed it in 
the vaults. Mr. Tsu’s signature 
also appeared on the receipts. : 
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\KLEFFEL’S TRIAL TO 
BE ENDED TO-DAY 


Dr. Grossman Will Make 
Address On Behalf 
Of His Client 


The trial of Mr. Julius Kleffel,: 
German, former General Manager | 
and Vice-President of the now de-{ 
funct American-Oriental Banking 
Corporation, will be concluded be- 
fore Judge Dzien in the sorn- | 


{ 
| 
| 
| 
| 
i 
i 


Special District Court this morn- 


jing. Although the address for 


the prosecution made by Mr. R. 
T. Bryan, Jr., Municipal Advocate, | 
was concluded on’ Saturday, it is 
not expected that judgment will 
be delivered this morning. i 

Mr. Kleffel is charged with mis- 
appropriation, fraud and breach of 


ay 
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Kleffel Is Accused As 
A “Crooked Banker” By 
The Municipal Advocate 
Mr. Bryan Makes Ringing Indictment Of Accused In 


Closing Speech For The Prosecution; Says Eve 
Possible Irregularity Was Committed ictal 


LIQUIDATOR OF A.-O.B-C. SUBJECTED TO 


| 
‘AUSTIC CRITICISM FOR HIS STAND: | 


pe submit that the evidence in this case has disclosed a! 
nefarious story of criminality, embezzlement, fraud 
negligence, mismanagement, breach of confidence deception, 
falsehood and prevarication,” said Mr. Robert T. Bryan Jnr. o 
M unicipal Advocate, in the First Special District Court 
yesterday morning in summing up the case for the prosecu- 
tion against Mr. Julius Kleffel, former General Manager and |; 
Vv ice-President of the now defunct American-Oriental Bank- 
ing Corporation. 

Mr. Kleffel is charged with misappropriation, fraud and 
breach of confidence under Articles 336, 339 and 342 of the 
Chinese Crimina] Code in connection with the disappearance 


8¢.(6 


of $32,000 from the safekeeping vault of the A.-O.B.C. 


if 


Complainants in the case are Mr.jJ «Article 34 of the Chinese Bank- |: 


Young, a Chinese, who deposited 
$20,000, and Mr. M. M. Epport. 
who deposited $12,090 with th- 
Bank for safekeeping in_ April, 
1935, shortly before the institu- 
tion’ crashed, together with the 
other Raven concerns. 

The accused, who has pleaded 
not guilty, declaring that he knew 
nothing of the two accounts pn; 
which the charges are based, is ae 
presented by Dr. Grossman and | 
Dr. D. S. Chen. Dr. Chen address- : 
ed the Court after the conclusion | 
of the Municipal Advocate’s speech 
and an adjournment was then 
ordered to Tuesday morning at 10 
,o’elock, when it is expected that 
Dr. Grossman will sum up for his 
‘ client. 

Answering: the contention of the 
defence that Mr. Dick Huang, who 
| Was the compradore of the Bank, 
|was responsible for the mishand- 
‘ling of safekeeping deposits, Mr. 
| Bryan, early in his speech, which | 
declared that, 


occupied a full hour, 
could _be 


ino such suggestion 
\seriously entertained. . 
1 Roles Of The Parties 


Kleffel was the mas- 
zs. 


“Compradore Huang was only | 


* marionette. 1 
‘ter mind who pulled the 

‘Had Huang not done what’ 
‘wanted him to do, Huang would 
Ihave been discharged. Now 


| operated behind the scenes as the 
‘master mind, wanting to blame 
teverything on the‘csompradore. It 


ito the, evidence, Huang was not 
| exactly what one could call 


i fact 7 tet 
; who held the responsible positions 


of General Manager and 
President. 

After severely 
evidence given by Walter 
Raven, Mr. Bryan went on to con- 
tend that the evidence showed 
Kleffel to have committed about 
every irregularity and every mal- 
practice a banker could commit. 


~ 
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ing Law prohibits a bank from 
l granting any loan which is in ex- 
cess of 10 per cent. of its capital.!! ! 
"Yet we have it in evidence that!- 

| Kleffel, 


tof the 


effel|of the Bank to go into business 


we; 


j must be admitted that, according} declaimed. 


<a} 
‘serupulously honest ‘man, but that: owes the Bank nothing, 
does not exonerate Kleffel,!. 


Vice-! x 
| that he did use the Bank’s credit 
criticizing the| 


{= 


as manager of the’ 
A.-O.B.C., granted one loan which; 
amounted to $2,500,000, equal to; 
almost the entire capital of the 
Bank. lt 
“This sum was loaned to Hark- jj 
ing Motors, in which two officers}; 
of the Bank were directors. The}, 
Liquidator of the Bank has been}. 
able to recover only $400,000 of}, 


this sum. A 


Real Estate Loans > Ee 


“The Chinese Banking Law pro- |‘ 
hibits loans on real estate, except 
in special circumstances which do}1 
not appear in this case. Yet Kleffel|. 
lent $1,300,000 to the Asia Realty 
Company. And this money was}: 


jlent, if you please, not on a first|< 


mortgage, but on a second mort-|. 


gage. The Liquidator of the Bank 
has been unable to collect a cent.” 
Mr. Bryan then went on to state 


that Kleffel had granted loans to he 


officers, directors and employees 
‘Bank, and to his own rela- 
tives, without any proper security. 
He even persuaded the compradore 
and 


with his (Kleffel’s) brother 


2} advanced them the Bank’s money { 
‘have the spectacle of Kleffel, who: for the purpose. 


“And on ton of all this he per- 
mitted the Raven family 


“Even more, he specu 
Jated in gold. bars with the Bank’s 
credit. Now che tells us that he 

that he 
owes the compradore nothing. But 
the fact remains that at one time 
he did owe the Bank money and 


for his speculations. The only 
difference between Kleffel, on the 
one hand, and Raven and Brown, 
lon the other, is that the former 
| was more lucky than the latter. 
! Raven and Brown_lost on their 
{ speculations and Kleffel won and 


made money. 


to use the | 


Bank as a pocket book,” counset |, 
| the 


Knew It Was Wrong 

Coming to the charges them- 
selves, Mr. Bryan said Kleffel knew 
jit was wrong to transfer custom- 
ers’ safekeeping deposits from 
safekeeping to call deposit. This 
was precisely why he put nothing 
in writing regarding the $20,000 
and $12,000. 

“We have to consider the de- 
fendant’s culpability in the light 
of his general practices as 


. manager of the Bank. On a pre-; 


vieus occasion he pledged $82,000 
worth of debentures, the property 
of the Shanghai American Schooi, 
and later he had to redeem them 
with money taken from his own 


pocket in order to avoid ge‘ting 
into trouble. 
“The most conclusive evidence 


of the defendant’s guilt, however, 
is the action of Dr, Grossman, his 
counsel, in approaching the coia- 
pradore with a view to settling 
this case out of Court. This Court 
is entitled to assume that Dr. 
Grossman acted on_ Kleffel’s in- 
structions, because Kleffel did not 
want to go to Court. This is 
virtually an admission of guilt on 
the part of the defendant’ Kleffel.” 
Criticism Of Hough 

Mr. Bryan then passed on to a 
criticism of the role played by Mr. 
Frank L. Hough, Liquidator of the 
‘Raven concerns, in regard to Mr. 
Kleffel, saying that he did so with 
great regret. “I regret it,” 20 


said, “but I have my duty to 
perform.” 

“It was Mr. Hough’s business 
to collect debts owing to the 
A.-O.B.C. and _ distribute them | 
among the creditors—not to go! 
around whitewashing crooked bank | 
manugers, as he did in_the testi-; 
monial he gave to Kleffel and in! 
the evidence which he tendered am 
this Court...... | 

“He had the temerity to come} 
into this Court and express the 
opinion that Kleffel is not guilty, | 
despite the evidence that Kleffel | 
committed every possible irregular- | 
ity.” 

Concluding his speech, M. Bryan} 
said that many people had been 
pauperized by the failure of the 
A.-O.B.C. A verdict of guilty would 
not restore what had been Jost, 
nor yet bring. back to life the man 
who committed suicide when he 


Yost all he had in the crash. 


“But it will show that this Court 
jis not prepared to tolerate dis- 
honest bankers.” 


Defence Opens 

Dr. D. S. Chen. then spoke for 
the defence in Chinese and in the 
course of his remarks asserted 
that the proposal made by Dr. 
Grossman to the compradore for 
a settlement of the case out of 
court did not refer to the crimin- 
al action but to the civil claims |: 
for $20,000 and $12,000 which 
were at the foundation of the 
charges. 

Dr. Chen went on to say that 
recent sensational Raven- 


Brown trial in the United States i 


Court for China had had the ef- 
suspicion on 


z 
Ste 
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$12,009, by Mr. Tsu, likewise the! 
eall deposit receipts which had: 
becn placed in the safekeeping en-— 
velopes. 

“Asked by your honour why he | 
had acted as he did in making the ; 
transfer from safekeeping to ‘call 
deposit, Mr. Tsu gave the pace! 
answer that he had been instructed - 
to «lo so by the defendant, To the} 
further question as to why he had 
not asked for written instructions 
from the defendant, the convenient 
answer was given that he was j 
only a minor employee and did not 
dare to ask for written instruc- 
tions. Is it not illogical for a man, 
who had been 15 years in thei 
service of the Bank to be satisfied | 
with mere verbal instructions ir; 
such an important matter?” coun- | 
sel queried. i 

If there was any = criminal 
liability, he went on to contend, | 
it must rest upon those who} 
signed the various receipts. Re-j; 
garding the testimony given by | 
Dr. Dick Huang, the compradore, 
this could not be believed by the 
Court, Dr. Chen argued. This man 
was indebted to ihe Bank for over 
$108,000 when the closure occur- 
ved. This money had been entrust- 
ed to him for a special purpose, 
but the compradore had used it 
for his own private purposes. 
Since the Liquidator had been ap- 
pointed, he had not paid back a 
farthing. | 

The Presumption | 

“Let us now turn to the pre-| 
sumption. The_ presumption, I 
shouid say, is always a very im- 
}portant point in all cases in which 
ithe prosecution is weak. Can you 
‘expect a man who, during all of 
the day and on.the telephone is. 
handling hundreds of exchange 
‘transactions, who is overloaded 
with the finances of the Bank, 
which stands alone on the mar- 
ket without support from Chin- 
ese banks, or the other foreign 
banks—can you expect such a man 
to take care of thousands of daily 
transactions which do not need; 
his special care or attention, and | 
for which he has a staff of about | 
100 men? | 

“Ts it reasonable to expect that 
the general manager of a bank 
must know all his customers, that 
he must be responsible for all the 
acts of his employees, even when 
he does not know how the em- 
vloyees are handling transactions? 
Would Mr. T. V. Soong, the Gen- 
eral Manager of the Bank of 
China. be held responsible for an 
act of misappropriation or em- 
bezzlement which occurred in his 
bank?” 

Dr. Chen referred to the fact 
that when the A.-Q.B.C. closed 
down Mr, Kleffel was one of the 
biggest shareholders in. the stock 
of the Raven companies. his hold- 
ines amounting to about $200,000. 
This was lost, together with some 
$27.009 which he had on deposit 
with the Bank. 
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Full Text Of J. Kleffel’s 
Judgment Is Issued 


In Holding Kleffel Guilty Of Confidence Breach, 
Judge Dzien Dealt Leniently With Accused, As 
He Held There Was No Selfish Motives 


A rough translation of the xull 
text of the judgment of six 
months’ imprisonmeat and a fine 
of 34,0UU imposed upon Juius 
Klenei, German, rormer General 
Manager and Vice-President of the 
now agerunct American-Uriencal 
Banking Corporation, for succes- 
sive preucn of connuence, imposed 
by Juuge Dzien NMoong-nien on 
Murcn 1u, Was Issued yesteruay by 
the omce of tne Municipal Auvoc- 
ate. 

Judge Dzien held Kletfel guilty 
of successive breacn of contiuence 
for having juggled witn deposiors 
secures. siuwever, he New tnat 
there was no selnsn motive benind 
the aces of tne accused and, tacre- 
jore, imposed a comparatively 
short team of imprisonment, and, 
in auuiaon, the suuge imposed a 
mucn pigger ine, as he pointed 
out, “in order to be just.” 

vudge vzien acquired Kleffel 
on coats 23 OL MusappropriauoNn 
and ftrauu, holding tnat tnere was 
not sumcient evidence against 
him. 

Notice Of Appeal Filed 

Dr. A. Grossman, attorney for 
the defence, had nied notice of 
appeal. Kuethei beng allowed to 
remain on tne $20,vuv cash secur- 
ity auring the period of appeal. 

The Judgment 

Following is the rough transla- 
tion of the judgment handed down 
by Judge bzien in the Snanghai 
First Special Area District Court 
last Tuesday: 

“The accused was charged with 


Misappropriation, Fraud and 
Breacn of Confidence by the 
Central Police Station. This 


Court has tried the case and here- 
by decides as follows: 

“Six months’ imprisonment and 
fined $1,000 for successive breach 
of confidence. Commutation _to 
Jabour shall be in the proportion 
of three dollars to one day, but 
not more than six months labour. 
Not guilty on other charges. 

Facts 

“Kleffel was the General Man- 
ager of the American Oriental 
Banking Co.porauon at 29, Nan- 
king oad. Un April 8, 1935, 
Yang Sin-ching alias Henry Yang 
gave Wong Y1h-zai, the Bank’s 
Compradore, $2U,UU0 in bank notes, 
and asked him to exchange sume 
tor suver dollars Which were to pe 
deposited in the Bank for safe- 
keeping.  Kletrel first instructed 
Wong Yih-zai to 
Sih-cning to deposit tae money 
on cali deposit. Yang = sSi- 
ching did nvt_ consent. Kletfel 
then ordered Wong Yih-zai to 
accept tne money tor safe-keep- 
ing. A receipt was accordingly 
signed by W. F. Raven and Tsu 
+ Yue-soong, the officers in charge 
of the Safe-keeping Department, 
and given to Yang Sih-ching. 


Actually, they entered this deposit |" 
into the Call Deposit Account and |: 
. they put a call deposit receipt for}: 


this amount of money in the safe- 
keeping vaults in lieu of the $20,- 
000 sitver. As a rule, the Bank 
cannot use money deposited for 
safe-keeping, but it can use money 
on call deposit. At that time, the 


request Yang} 


Bank was in need of funds, so the 
officers of the Bank took the 
money to supply the need. On the 
30th of the same month, M. M. 
Epport, a Russian, gave to W. F. 
Raven and Tsu Yue-soong a check 


on that Bank for $12,0U0U and re-; 


quested them to withdraw the sum 
and exchange it for silver dollars 
to be kept by them as money in 
safe-kecping. They then consult- 
ed with Kleffel and with his con- 
sent, they did the business accord- 
ing to the precedent made in the 


Yang Sih-ching matter, On May 
24 of the same year, the Bank 
closed. Yang  Sih-ching and 


Epport were unable to take back 
from the safekeeping vault their 
money entrusted to the Bank for 
safe-keeping, because the money 
had been unlawfully used by the 
Bank for other purposes. Conse- 
quently, each of them suffered a 
loss. The Police accordingly 


instituted a prosecution against 
Kleffel. 
Reasons 
On April 8, 1935, Yang Sih- 


ching gave to Wong Yih-zai, 
Compradore of the Bank, $20,000 
in bank notes, asking him to ex- 
change them for silver dollars and 
to keep same in the Bank for safe- 
keeping. A_safe-keeping receipt 
was signed by W. F. Raven and 
Tsu Yue-soong, responsible officers 
of the Safe-keeping Department, 
and given to Yang Sih-ching. 
rn 
auct, they entered this deposit 
anto tne Uall weposit Account anu 
waacea ine call ueposit receape in 
une safexeepang vauit, in Leu os 
tue pavveyv suver. UD tne sUtn 
Ox the same month, M.mM, smppore 
wave to muven anu ‘Lau XUc-ovvllg 
@ CDLCK O41 UAL DANA LOF H1Z,VvY, 
and requesveu tTovem to waitnhuraw 
wie suin, Bad CNauge IC into suver 
duilars to be sept by wem as 
auvacy IM sure-Kceping. A SATe~ 
atcepug recelpe Was accordiuigiy 
cigutu anu issued to Kipport voy 
wucm. AcuuALY, they acteu 
according Ww tue precedent of xaug 
Sin-ching, 
atces Os the case. 


Waat tuis Court has to examine}: 


ana decide is whetner tne state- 


ments maue by weog ¥in-4a1 anal 


asu xue-soong to we enect Tuat 
uney acteu in accorusance with tne 
auptructiuns of Aiemel are creaibie 


Lor not. Both the accused and bis}: 


aawyers contended: 


The books, accounts and receipts 
concermng tne two transactions 
aig not pear the accused’s signa- 
ture, so it can be aecen that tne 
accused had no knowleage. Up to 
April 6 of iast year, only $105,- 
vuuy appeared in the Compradore’s 
accouut books. however, on tne 
8th ot the same month, tne amount 
was increased to more than $icu,- 
Guu. ‘knis auticientiy proves that 
the person wno directly .by unlaw- 
tul acts enjoyed the use of the 
money was tne compradore, Wong 
Yan-zai, ‘isu Yue-soong nad ciose 
relanons with Wong Yib-zai, his 
statements which were tavourabie 
to Wong Yuib-zai, are clearly iu- 
credible. 


In} poration Mr. Fiengold. 


‘nese are the sauent|” 


1936 


Testimonial Utilized 
They further utilized a testim- 
onial given to Klemel by Frank L. 


_ftougn, Liquidator of the haven 


Companies, on November 24, lyso 
to tne effect that Kiettel had car- 
‘ried out his auues as bank man- 
| ger properly and that ne was in 
ino way inaepted to tne bank and 
a statement mace by the hquidator 
that tne accused should not be 
held criminaudy responsiple as a 
means of proving tnat the accused 
as not gulcy. He further relied on 
ithe following statement of haven 
us anoiner Way of proving his in- 
nocence, 

4 signed the receipts according 
to waut Lsu Yue-svung toid nie. 
On tne day of tne closure of tne 
sunk, accused toid me tpat som- 
buuy nad commited irreguarities 
Witn regurd to tue money Kept in 
tne Sare-Keeping Department and 
that tne omenuer piuced tne call 
deposit receapt in tne safe-kecping 
vuuit in tieu of casa. 1 then had 
knowledge of it. 

On Aprii 8 of last year, the 
comprauvre’s oftice sent the $2v,- 
uuu in bank notes received trom 
yang Sin-ching, together = witn 
other bank noves totaling $71,- 
vuu to tne Bank of Cnina and 
jueposited same in the current ac- 
‘count of the American Oriental 
{s$anking Corporation, Detective 
Dup-inspector Wuiligoss was sent 
to tne Bank of Cnina to investig- 
ate. He 1ound this true and a copy 
of the entries in the books of tne 
sank have been made and sub- 
matted to this Court, ‘the deposit 
coura be withdrawn only upon the 
proauction of written evidence 
signed by the responsible othcers 
lot the American Uriental Banking 
Corporation, theretore the com- 
prauore could not have withdrawn 
it. ‘his has been stated very 
clearly by the liquidator, Mr. 
Hougn and the Casmer of tue 
american Orental Banking Cor- 


AA Sen a 


\ Compradore’s Statement 
_ Furtuermore, Wong Yih-zai said 
in his statement: 

With reierence to the money 
received daily by the American 
Oriental Banking Corporation, be- 
sides paying the various kinds of 
deposits on that day, there were 
still threo ways of handling money; 
(1) to place same in the vaults as 
cash reserve; (2) to deposit same 
with local banks as a reserve which 
could be drawn upon at any time. 
At the time of withdrawal, two 
responsible officers of the bank 
must sign as written evidence. The 
compradore had no power to with- 
draw the money; (3) to charge 
sume to the compradore’s account, 
as a reserve for paying the Bank’s 
accounts. What remained unpaid 
was treated as the compradore’s 
overdraft upon which he was re- 
quired to pay interest. There was 
a fixed procedure in the receiving 
ana paying money between thu 
Bank and the compradore’s office. 

: }urthermore, it must be on written 
evidence. 


nr 


‘pus corresponded with the 

testimony of Messrs. Hough ana 
siengoia, In April of last year, 
the American Uriental Banking 
Corporation was badly in need or 
money. ‘Iinis is again not denied 
yy tne accused. Further supported 
py the accused’s own siatement 
cnat the compradore told him about 
the Yang Sin-ching’s safe-xeeping 
transacuon and tnat Haven had 
come to see mm about the saie- 
xeeping transaction or tne Kuss- 
san, dar. M. 4. ivpport; also by 
maven’s statement tnat he hau 
consulted wito the accused con- 
cermmg the sate-keepimg of tne 
money besonging to the HKussixun 
wu luat uauy returns of the total 
amount O© utepusits were prepareu 
ana tnat the General Manager was 
‘anururmed; aiso, DY 18u xX Uue-soong’s 
ptatement tnac wen Simson came 
to auuwit tne accuunts, ne founu 
‘unese two accounts were not in 
-oruer and tmat 1t was only after 
ne naa asked the Generai wlanug- 
er, tnac he signed his name; aiso, 
py tne fact wat Mr. Hougu, a.d 
yang Sin-cning, signed the rouce 
Vepartments iret iniormatuon 
aveport suaring tnat tne accusea 
Was Delng Sulumeneu; ai8s0, Dy tHe 
saelrer oI thanks to Wong X1-Zal, 
von April sU of last year, In whucu 
it Was stucea: 

} We ao not know how to express 
our gratituage towards you tor your 
excelent work done tor our Sank 

| in tnese dimcuit days. My husvand 
has repeatediy toid me that had 

} you not neilped him in the aitticui- 

| tres encountered by nim, ne would 

} be in a desperate condition; 

‘also, by the Letter of recommenda- 

‘gon written by the accusea for 

‘asu Yue-soong, on the sutn of last 

| year, in whica it 1s stated: 

Mr. Tsu Yue-soong has been en- 
trusted by us with the safe-keeping 
of all our securitiea and vaiuapies. 
ws have the utmost contidence in 

am, 
lt is evident that the person 

who used Yang Sih-ching and 
pport’s money entrusted to tne 
wank by tnem for safe-keeping, 
tnere obtained an umawiw 
benefit, is the American Uriental 
Banking Corporation and not the 
compradore Wong Yib-zai, Tne 
eviuence given by Messrs. Hougn 
ana Kaven, in which they endeav- 
'oured to exonerate the accused is 
mot credible, . . . . « 
' The accused admitted himself 
that Wong Yih-za: made use ot 
these bunds piaced in safe-keep- 
ang more tnan once. Since Wong 
Yih-zai repeated the same acu 
over and over again, wny did the 
accused not make an investigation 
into the matter betore the supse- 
quent acts were committed, Un the 
otner hand, after tne Bank was 
ciosed, he redeemed the_ securities 
even with his wite’s title deed. It 
suinciently proves that the con- 
tentions offered by the accused to 
tue effect that since he had no 
kKnowlecge ‘beforenand, had not 
signed his name, and was not re- 
sponsibie for tnese acts are pre- 
varications, 


Short Tern 


By comparing the accused’s 


statement with Wong Yih-zai and 


‘su XYue-soong’s statements to the; 


‘ettect that tne money placed by 
Yang Sih-chmng and Epport for 
Sate-~keeping was changed to a 
deposit on call upon instructions 
received from tne accused, it 
bécomes more clear that tne latter 
statements are worthy of belief. 
Since the money: placed by Yang 
Sib-ching and Epport with tne 
Bank for safe-keeping was trans- 
ferred into a deposit on call by 
the accused, and because the 
‘money was unlawtully used by the 
' Sank, same could not be returned 
Irom the vault. As a consequence, 
each of them suffered ‘a joss. The 


evidence is very clear that the ac- | 


cused should be found guilty of 
successi breach of confidence. 
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lpy considering the object the com- 
mitting the otfence by the accused, 
‘there 1s yet no selfish motives. So 
a comparatively short term of im- 


prisonment shall be imposed, and 
in adaition to which, a much 
bigger fine is imposed in order to 


be just, 
Other Charges 

With reference to the other 
charges that wnen he was the 
General Manager of the American- 
Oriental Banking Corporation, he 
asked Wong Yin-zai to buy and 
sell gold bars; that when a loss 
was incurred, he ordered the com- 
pradore to advance him the money 
belonging to the Bank as if it were 
ownea by the compradore to the 
Bank ana that in case of gain, he 
immediately withdrew all wnat he 
nad gained and tnat he granted 
iarge loans with insufficient secu- 
riues, it was found that the ac- 
cused was not indeb.ed to tne 
american-Oriental Banking Cor- 
poration, Au what he owed to 
wong Yih-zai has been returned 
to’ him, ‘his is proved by the cer- 
uineate jssued by Mr. Mougn and 
whe receipt signed by Wong Yin- 
zai. Wong Xih-zai paid iiterest 
on the money loaned to him py 
tne bank. ‘kms 1s also proved by 
the passbook in which the interest 
paia py the compraaore to tne 
sank 1s recorded. Before a loan 
igs granted, 1t must be passed by 
the Hoard of warectors. ‘Ine ac- 
cused has no power to arbitarily 
act alone. ‘this point has been 
ciearly stated by Mr. Hough. 
j Waetner or not the accused 15 
guilty of these charges, there is 
not suiicient eviaence to prove 
them. ‘Ine accused should tnere-: 
rore be pronounced not guilty or 


these charges in order to avoid 
injustice, 

This judgment is hereby render- 
ed as per text above in accordance 
with Article 342, Section 1, the 
first part of Article 56, and Article 
42, Sections 2 and 38 of the 
Criminal Code and Article 298 
Section 1 of the Code of Criminal 
Procedure, ‘ 
Dated: March 10, 1936. 
Signed: D1zEN Hoona Nims, Judge. 
——_-—e—_——- 


1 


THE SHANGH AD 


peer vr eee 
ers BROWN LODGED 


IN PENITENTIARY 


Mr. Frank J. Raven and Mr. J. 
Warner Brown, President and 
Vice-President, respectively, of the 
now defunct American-Oriental 
Finance Corporation, convicted 
here early last month on charges 
of embezzlement and fraud, have 
arrived in the United States aboard 
-|the s.s. President McKinley and 
:| have been lodged in the peniten- 
:|tiary at MecNeill’s Island, accord- 
2/ing to a cabled message received 
tlhere by, Mr. Edward L. Faupel, 
3| United States Marshal for China, 
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Raven And Brown Enter 
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Island To Start Penitentiary, 


Escapes 


Frank Jay Raven 


‘tertiary at McNeil Island, Puget 
Sound. to commence serving terms 
‘of five and two years respectively, 
according to word = received in 
Shanghai. 

The two men were convicted on 
seven counts of embezzlement and 
ifraud in connection with A.O.F.C. 
'stecx transactions by Judge Milton 
iJ. Helmick of the United States 
{Court for China early in February. 
They arrived in Seattle early Wed- 
‘nesday morning in the custody of 
(Captain Clyde Bryant. of the Dol- 
‘lar liner President McKinley, and 
were vlaced aboard a prison launch 
for transport 40 miles up the Sound 
to their new residence. 

ith them was James Garland 
Cgden. arrested in Shanghai nearly 
a month ago on a charge of using 
the United States mails to defraud. 

Ogvien was turned over to a deputy 
‘sheriff from Memphis, Tennessee. 
.for transport to that city where he 
;wili stand trial. 

In view of the interest in .the 


and John soners escaped from McNeil 
Warner Brown, former Qfficials of , only three were caught. 
‘the defunct American-Orlental Fin- | however, is modern in every respect. 
ance Corporation. ye.terday morn-|For the 
ing entered the United States Peni- }average number of inmates was 881. 


For Federal Offenders; Farming, Shop Work 


Puget Sound Prison One Of Six U.S. Institutions, 
| Principal Occupations Of Inmates; Six 


In 1933 And 1934 


i 
and, 
The prison. | 


year under review, the 


The highest number in the Institu- 
tion at any one time was 975 and. 
the lowest number was 827. Dur-; 
ing the year. 612 prisoners were: 
received and 722 were discharged. | 
leaving only 843 prisoners in the in- | 
stitution on July 1. 1934. It 
understood that figures for 1934- | 
1935 were approximately the same. 

The principal occupations of the 
prisoners are farming. and power 
and machine shop work. Approxi- 
mately 2,100 acres of land on the 
island are owned by the U.S. Gov-! 
ernment. and an area of 510 acres | 
has been set aside for use as the 
prison farm. Of this latter area, 


about 250 acres are under cultiva-|° 
tion. while the balance is wooded or}: 


uncleared land and not yet available 
for tilling. 

Beef, veal. pork, mutton. chickens, 
milk. and eggs and green vegetables 
of all kinds are the principal pro- 
ducts of the prison farm and these 
are sold to the prison mess. -The 
anrual valuc of the total products 


}Raven and Brown cass, Tue Cinajfor the past four years has been 
;Parss has made an effort to obtainjabout US. $23.C00. 


details regarding the prison at Mc- 
Neil Island. This was not easy in 
view of the fact that few persons 
sentenced tothe prison from Shang- 
hai have ever returned to this city 
to tell about the time they had 
spent there, nor were any prison re- 
ports on file at the American Con- 
culate. After some ‘trouble, the of- 
ficial prison report for 1933-1934 
was obtained. 
Six Federal Prisons In U.S. 
There are six United States 
federal prisons, the one at McNeil 
Island being fourth in importance 
on the Hst. The largest of these 
prisons is at Atlanta, Georgia, while 
the second largest is at Leaven- 
worth, Kansas. Third in import- 
ance is the United States Peniten- 
tiary Annex at ‘Fort Leavenworth, 
Kansas. Fourth in importance and 
size is McNeil Island: while the 
{th on the list is the prison on 
Alcatraz Island, San “ Francisco 
Bay. Sixth and last is.the prison 
at Lewisburg, Pennsylvanié. ..- P 
All of these prisons house ‘men 
convicted of criminal offenses 
against the United States Govern- 
ment and are not concerned in 
any way with the operation of state 
penal institutions.. > Alcatraz, for- 
merly a military prison, was only 
.jrecently made'a fedéral prison. It 
does not house ordinary convicts 
but fs used almost entirely as a 
place in which to ‘keep the most 
desrerate and daring of American 
criminals who have come into con- 
flict with the Jaw. and lost. Al 
Capone, erstwhile Ozsar of Chicago’s 
underworld, is one of the biggest 
names in the place. This step was 
taken largely because: of the fact 
that Alcatraz is practically escape- 


proof, . 46, 
6 Escape In 1933-34 
Such is not the case with McNeil 
\Ysland. During 1993°1934,*.six pri- 
i : : 
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Island Lantern Published 

Besides the farm, the prison 
keeps convicts employed in the 
power plant and the machine, wood 
and automotive repair shops, and 
the prison printing plant. The 
latter is a rather small establish- 
ment specializing in book work. 
The printing plant also publishes 


McN all 


Terms After Pacific Crossing; 


is’. 


a weekly prison paper known as|. 


the Island Lantern. 

Sccial welfare work conducted in 
the prison is of a rather extensive 
nature. Every. convict is given an 
opportunity to’ take up the study 
of a trade and the average cnroll- 
ment is about 65 per cent of the 
total inmates. Most of the school 
work is done at night after the men 
have completed their labor assign- 
merts. This has ‘had a tendency 
to retard educational work since 
most of the men come in tired but’ 
since McNeil Island is a prison and 


‘not a school, the administration ' 


feels that it has made some pro- 
gress in! educational: work. ae - 
_ 14,000 Books In Library : 
McNeil Island nas @ small library 
of 14,000 volumes, about one-fourth 
of which is fiction. Judging from 
reports, the prisoners take full. ad- 
vantage of the opportunity offered. 
‘by .the maintenance . of thé library, 
the average: number of’ books read 
per man during the past three years 
being 70. 
Recreational privileges are offered 


Picture shows and : 
entertainments. when 

During the summer season, e base- 
ball game ts played every Saturday 
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Teh ON OLE ISR Bil: 


Julius Kleffel To Hear 
His Fate Pronounced By 
Judge Dzien On Tuesday 


Dr. Grossman, Defence Counsel, Calls Prosecution 
A Rigmarole, Seores Municipal Advocate’s 
Attack On Liquidator And Mr. W. F. Raven 


KLEFFEL SAYS HE IS NOT GUILTY, HAS 
a CONFIDENCE IN JUDGE 


The trial of Mr. Julius Kleffel, German, former General 
Manager and Vice-President of the now defunct American- 
Oriental Banking Corporation, on charges of misappropria- 
tion, fraud and breach of confidence, was concluded in the 
First Special District Court yesterday morning with an 
eloquent address made on behalf of the accused by his 
attorney, Dr. Grossman. Judge Dzien, after listening for 35 
minutes to the address made by the defence counsej and 
then to the civil claim for $20,000 presented by Mr. Henry 
Young, one of the complainants in the case, remanded Mr. 
Kleffel for judgment until next Tuesday morning, March 10. 


In his address, Dr. Grossman 
called the whole prosecution a 
rigmarole, further saying that 


the prosecution had not produced 
any documentory evidence against 
the accused. He then scored the 
evidence of Mr. Dick Huang, the! 
compradore, and Mr, BE, V. Tsu, 
formerly in charge of the safe-, 
keeping department of the Bank,’ 
as being closely connected together. 
Dr. Grossman also pointed out 
that on the face of written’ 
evidence produced, the two men 
could be rendered responsible for 
the irregularities for which Mr. 
Kleffel was now being tried. Dr. 
Grossman also scored the attack 
made by Mr. Robert T. Bryan, Jr., 
Municipal Advocate, on Mr, Frank 
L. Hough, liquidator of the Bank, 
and Mr, Walter F. Raven, former’ 
assistant manager and office 
manager, Dr. Grossman closed by 
asking that his client be acquitted, | 
as the prosecution had failed to 
prove their case against him. 
Confident In Judge 

Upon being called to the dock 
for his last word before the Court 
ndjourned, Mr. Kleffel said, “My 
lawyer has said everything there 
is to be said in my defence. I 
am not guilty, and I have full 
confidence that the wisdom of your 
Honour will give me my freedom 
and peace again.” 

Mr. Henry Young, one of the 
complainants in the case, who had 
lost $20,000. was then called to 
_the stand. He stated that he had 
filed a civil action against Mr. 
Kleffel claiming the $20,000 plus 
interest from June 14 last. ° His 
lawyer briefly addressed the Court. 
Mr. Paul Y. Ru. Assistant Muni- 
cipal Advocate, who assisted Mr.: 
Bryan in conducting the prosecu- 
tion, then brought it to the atten- 
tion of Judge Dzien. that $20,000 
was at present in the possession 
of the Court, having been placed 
there by Mr. Kleffel as bail dur- 
ing his trial. 

Defence Address 

In addressing the Court, 
Grossman said: 

“Your Honour, I have only a 
ifew Party to a bo ye ee 
speech my learn ‘riend, Dr. 
Chen, who is associated with me 
‘for the. defence. I will be brief 
for two reasons: (1) Because the: 
speech c? my friend, Dr. Chen, } 
contains almost everything which = 
ix relevant, and (2) .Because I: 
feel that the speech of counsel for’ 
the prosecution. Mr. Robert T.. 


Dr. 


Bryan, Jr., is the best defence. 
As a matter of fact, it would be 
unnecessary to say a word for the 
defence after all the arguments 
which counsel for the prosecution 
calls arguments. I shall certainly 
not follow counsel for the prosecu- 
tion on the line he followed dur- 
ing these proceedings and shall 
try to hold my speech on the high 
level of legal arguments which is| 
due to the authority of this’ 
Honourable Court. 

“The prosecution used the 
analogy of a marionette show in 
which the defendant pulls the 
strings behind the scenes, and the 
innocent wooden puppets are the 
gentlemen witnesses of the pro- 
secution, Mr. Dick Huang and his 
close friend, Mr. Tsu. f should 
not hesitate also to call this whole 
prosecution a rigmarole, if the 
circumstances of same and the 
possible consequences to same 
would not be so tragic. The pro- 
secution starts with two impossible 
charges and offers in evidence the 
testimony of two witnesses who 
are closely connected together, and 
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.of all the crowd which are now 
jhere, either as defendants, pro- 
j secutors or witnesses. And I tried 
'to do so on February 6, 1936, in 
tthe afternoon, as aforesaid from 
jthe office of Mr. Bryan, and 
because at that time the learned 
counsel for prosecution was ex-! 
tremely anxious to have his main 
witness, Mr. Huang, in his office. 
As I did not succeed in reaching. 
Huang, I tried to speak to him in| 
the afternoon, but it seems to me 
‘that at that time, by some: 
mysterious influence exercised by} 
'a mysterious, but certainly in-| 
fluential, source, the said gentle- 
man refused to talk with me, al- 
though he said to Mr. Sandor, 
former General Manager of the 
Asia Realty Company, that the 
Young case might be arranged if 
Mr. Kleffel would guarantee to 
Mr. Young that his $20,000 would 
be repaid, I am mentioning all 
this just to complete the story, 
and without attaching any import- 
ance to that. and all the more be- 
cause your Honour made a ruling 
in this respect at the beginning 
of the proceedings. 

“Now let us see the additional 
charge under Article 342. Counsel 
for the prosecution is right. This 
article is very broad and same can 
be certainly applied in a number 
of cases. I should even say that 
this article can be applied to a 
lot of cases, but certainly not for 
cases which are mentioned in the 
speech of counsel for the prosecu- 
tion. And by a very simple rea- 
son, and that is. that in all cases 
in which this article should be or 
must be applied, a criminal in- 
tent must be shown by the pro- 


‘secution, as the wording of the; 


said article says whoever acts for' 
another person in the management! 
or control of affairs with intent) 
to profit himself or the third 
person or to. prejudice the 
interest of such person, thereby 
causing damage to such property 
or interest. As my learned friend, ! 
counsel for vrosecution, shows 
not a bit of evidence to prove that 
the defendant had really criminal 
intent, is it not illogical and absurd 
to pretend that the defendant him- 
self or some other third party had, 
or might have had, a profit from. 
the transactions mentioned by 
counsel for prosecution, or is it. 


who, on the face of the written (not illogical and absurd to pretend 


documents which are produced as! 
evidence, may be rendered respons- 
ible for the irregularities com- 
mitted. I should not hesitate to 
say that this prosecution is un- 
paralleled in the history of modern 
Chinese law. And after feeling 
that their case is rather weak, 
they start to sling mud like a 
furious child, and bring an addi- 
tional charge under Article 342, 
bringing no evidence for this aadi-| 
tional charge. 
_ Explsins Own Action 
’ .“As for the first ‘two original. 
charges. I shall have nothing to: 
add, nothing to comment, as I am 
satisfied with all that my learned 
friend, Dr. Chen, said in this re- 
spect, I have, however, to comment 
a little bit on “this most conclu-. 
sive evidence” which Mr. Bryan: 
mentioned, and that is, that I was: 
trying to compromise the case: 
upon instructions of Mr. - Kleffel. 
In this respect, I have to confess 
I really tried to get into touch 
with somebody and from some- 
where, at a certain date, and in 
the presence of certain people, and 
that was, your Honour, when I 
tried to get into touch with the 
main witness of the prosecution, 
with this gentleman compradore, 
who owes about $168,000 to the 
Bank, if we calculate all the trust 
mo} he used, and_I tried it in 
the presence of the: learned pro- 
cutor, Jan Bryan, from his 


that all these loans, etc., were 
made with the intent to prejudice 
the interests of the Bank? Is it 
not absurd to nretend that the 
defendant himself, who was an 
employee of the Bank. granted 
loans to third parties himself, as 
proceedings in the U.S. Court for 
China and a testimony of the 
Liquidator clearly show that there 
was an Executive Council, which 
directed all the affairs of the 
Raven Companies? ‘My learned 


\||friend, counsel for prosecution, 


mentioned loans, which were alleg- 


| 
edly granted by the defendant, but | 


omitted to produce a single proof 
for the fact that same were real- 
ly‘ granted by the defenitiant, and 

he would have had’ ‘a. look at 

e@ minutes of the Executive 
Council meetings it would have 
been easy for him to state that 
almost all of the said inter-com- 
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Not Chinese Bank 

“My learned friend is jumping 
from one paragraph to the other, 
like a horse on the chess board. 
Yf one paragraph does not suit 
‘him, he chooses another one. He 
‘does not care to find out whether 
the respective paragraph or arti- 
cle of the law really covers. the 
alleged criminal offence which he 
is prosecuting. He forgot even the 
not too important rule that the 
Chinese banking law can be ap- 
plied only to banks registered with 
the Nanking Government, and 
maybe he _ has_ some knowledge 
about the fact that the American- 
Oriental Banking Corporation was 
a Chinese Bank registered with 
the Nanking Government, but to 
the best of my knowledge and re- 
collection, it was not, but was 


registered with the American Con- 
sulate-General, as an American 
‘Corporation and as aforesaid, if 
this Honourable Court should go 
into the affairs of an American 
Corporation that would mean that 
the American corporation would 
be deprived of its extraterritorial 
rights. 

“Now let us tun a little to the 

characteristics of the witnesses of 
both sides. I agree entirely and in 
all respects to all that which 
counsed for prosecution said in 
respect of the Compradore, but it 
seems to me that it is rather 
peculiar that in spite of all, the 
learned prosecutor did not take 
immediate action against him in, 
connection with the transactions | 
which were confessed by the said 
Compradore himself. Was it not 
because the testimony, which is a 
lie from the beginning to the end, 
was intended to be used against 
.this defendant? I am not taking 
ithe time of the Court concerning 
, this question, nor am I doing so 
‘in respect of Tsu, as my learn- 
ed friend, Dr. Chen, analyzed both 
tof them clearly enough and suf- 
_ ficiently. 
‘But I have to say a few words 
about the testimony of Mr. Walter 
, Raven, which was branded by the 
‘prosecution as a lie, and I respect- 
fully submit that the said Walter 
Raven had no interest whatsoever 
to take the whole responsibility 
on himself in respect of the Epport 
transaction, nor had he hed any 
interest to say that he did not 
consult his general manager in 
the Young transaction, Nor did he 
have any interest to say that the 
overdraft of $30,000 was not grant- 
ed to him by the defendant. 

The fact that he has his account 
with the bank overdrawn does not 
constitute sufficient ground to 
brand his testimony as a lie, and}, 
all the more because if the Ameri- 
can authorities would have been 
of the opinion that he has com- 
mitted some criminal offence, they 
would certainly not hesitate to 
take action in this respect with- 
out any delay. 4 

Defends Mr. Hough 

“Now let us see the testimony 
of Mr. Frank L. Hough, the 
liquidator. Counsel for prosecution 
saw it fit to brand him also to he! 
either a liar or a fool, and he saw’ 
fit and justified to say that he,’ 
while defeating the objects for 
which he was appointed, and in 
order not to make a laughing stock 
of himself, tries tg whitewash ; 
crooked bank managers. I am not 
holding a brief for Mr. Hough. 
Neither is it my duty to react to 
all those insults which have been 
addressed to an official of the 


American Court, who is trying toj! 
arrange the affairs of the defunct j! 


Raven group. It is, however, and! 
only for the sake of showing that: 
the testimony of this man is of; 
immense value for the defence,’ 
that I respectfully submit that all 
the Liquidator said must be ac-! 
the Court as a fact or: 
as facts, and all that Mr. Hough 
said is beyond any doubt. After 
all, what did counsel for prosecu- 
tion expect from the Liquidator? 
Did he expect that in spite of the, 
fact that he is convinced that this: 
defendant who is now before you, 
your Honour, is innocent, that ini 
spite of his conviction he would 
come into Court and say to the 
‘contrary? Did he expect that a 
‘responsible. man, an official of the 
U.S. Court, would not have the 
feeling of civil duty to come into 
this Court and to say that this‘ 
{man is innocent? Did the prosecu-: 
‘tion expect that after carefully | 
examining the affairs of the| 
A,-O.B.G. not only by the_Liquida- 
tor, himself, but by Mr. De Vault, 


cepted by 


chartered accountant, with a staff 
of about 29 people, who was never 


before connected with the A.-O.B.C. : 
the defandant himself, ; 


or with 
,and after having consulted his 
legal advisor, after he found that 
;this defendant is not guilty of 
any misdemeanour or misconduct, 
{Or criminal conduct, that he will 
come ifito this Honourable Court 
;and say the contrary? Is it not 
ya clear accusation of complicity 
;against the Liquidator in saying 
| that in defeating the objects for 
j Which he was appointed, he is try- 
jing to whitewash crooked bank 
-managers, Is it not a criminal 
| offence to try to whitewash a 
crooked bank manager by defeat- 
ling some object for which some- 
one has been appointed? Will the 
prosecution inform the American 
aokte tee Soak that, asking them: 
. to e@ proceedings agains 
Liquidator ? i sinaialediine 

Tt suppose also that Mr. Hough 
would certainly not assume to be, 
as counsel for prosecution stated, 
the prosecutor, jury and counsel! 


for the defence in one person, but 
that he made his statement in this 
Honourable Court, and he gave a 
certificate to the defendant ad- 
dressed to all whom it may con- 
feern. After all, is my learned 
\friend, counsel for prosecution, 
the jury in this case? How can he 
state, in anticipating the decision 
of ‘this Honourable Court, that 
{the defendant is a crooked bank 
manager? Is that not a little bit 
anticipated to say before judg- 
ment-is given that a fraud or em- 
bezzlement or anything else of 
which the defendant is now ac- 
cused has been really committed? 
12, as I presume, the ‘judgment of 
this Court will be one of not’ 
guilty, would that not mean that 
miy learned friend was not only 
mistaken’ in instituting these 
criminal proceedings but also that 
he was .accusing the liquidator 
with a criminal offence? Not hav- 
ing any’ legal _ ground’ for - such. 
accusation, did my learned friend’ 
[forget that the liquidator testified 


‘in this Court under oath, and that 


ithat 


he is under oath while performing: 
his duty as liquidator. is this oath! 
not sufficient guarantee for the 
truth of the statements of the 
liqudator ? § 

“J am mentioning shortly only 
yeference to the Chinese 
Banking Law seems to be incor- 
rect, but I am not afraid to dis- 
cuss this case even in the spirit 


‘of the Chinese Banking Law. Be- 


eauce of the undisputed fact that 
there was an Executive Council 
and a further fact that the de- 
fendant was not entitled to grant 
loans alone, not being the pre- 
sident of the bank and having over 
him the Executive Council. This 
clearly shows that he did not alone 
grant loans or make _ trans- 
actions which were contrary to the 
stipulations of the Chinese Bank- 
ing Law. My learned friend men- 
tioned, that he thinks defendant 
is guilty of a criminal negligence, 


but omitted, as always, to specify: 


on what kind of criminal 
negligence he is guilty. The mere 


fact that he did not know what is. 


oing on can certainly not be 
etalitied as a crime, and the fact 
alone that the American authori- 
ties did ae Fag any aan 
ainst.Mr. F. J. ven in respe 
on the affairs of the Bank, but 
only in respects of the affairs of 
the Finance Corporation, shows 
clearly that the American author- 
ities were certainly not of the 
same opinion.” : 
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ATTORNEY EVANS OFF. 
TO VISIT RAVEN 
SES ee 


Will Interview Client In 
The Penitentiary Re- 
garding Appeal 


Sound fer the United States on, 
a business trip, which will include | 
a visit to Mr. Frank J, Raven,: 
convicted in the United Statesi 
Court for China on charges of j 
embezzlement and fraud and 
sentenced to five years’ imprison- | 
ment in the Federal Penitentiary; 
at MeNcill’s Island, Mr, Richard } 
T. Evans, prominent American 
attorney of Tientsin, sailed from 
here Jast night on the s.s. Empress 
of Russia, expecting to return at 
the end of May or early in Junta 

Mr. Evans told a “enanghat 
Times” representative yesterday 
afternoon that his first assign- 
ment would be a_ visit to Mr.! 
Raven, who is now on his way to 
the MeNeill’s Island Penitentiary 
aboard the s.s. President McKinley. 
to discuss the projected appeal of 
the convicted man _to the San 
Francisco Circuit Court of Ap- 
peals, 

The appeal, Mr. Evans said, 
would be handled by Mr. Peter 
Breen, San Francisco lawyer, with 


whom he would discuss. the 
question of making a fresh ap- 
plication for Mr. Raven’s release 
on _ bail. pending the outcome of 
the appeal. In_ the U.S. Court 
here, Judge Milton J, Helmick 
refused Mr. Raven's bail applica- 
tion. The fresh application, if 
made, will be considered by the 
appeal court itself. 
Not Heard Soon 

If the appeal is proceeded with, 
it cannot possibly be heard before 
May of 1937, in the opinion of 
Mr, Evans, 

Yesterday afternoon Mr. Evans 
was busy at the offices of the U.S. 
Court, getting an order from 
Judge Helmick for discharge of 
the writ of ne exeat issued by the 
Court last June 39 to restrain Mr. 
Raven from leaving China pend- 
ing the hearing of civil suits in- 
volving hundreds of thousands of 
dollars. which. had been , brought 
against him by the Liquidator of 
the bankrupt Raven concerns. 

Several of Mr. Raven’s friends 
and associates went bond for him 
on that occasion in the sum of 
U.S. $20,000 and Mr. Evans’ 
activity yesterday was for the 
purpose of releasing these bonds- 
men from any further obligation 
in the matter. 
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Breach Of Confidence Is 
Stressed By Prosecution | 
At Julius Kleffel’s Trial 


Allegations Made Of Large Loans And Overdrafts| 
Which Were Only Partly Secured; Kleffel | 
Questioned On Dealings In Gold Bars ! 


EVIDENCE COMPLETED; COUNSEL TO | 
ADDRESS COURT TO-MORROW ; 


Slightly varying the wording of the charge the 
prosecution Jaid special stress on breach of confidence 
at the third session of the trial of Mr. Julius Kleffel, 
German, former General Manager and Vice-President of the 
now defunct American-Oriental Banking Corporation, in the 
First Special District Court yesterday morning. 

Notwithstanding the protests of the defence Mr. 
Robert T. Bryan, Jr., Municipal Advocate, who is conducting 
the prosecution with Assistant Municipal Advocate Paul Y. 
Ru, introduced evidence that large loans and overdrafts had 
been granted by the bank on’ small and in some cases On no 
- —————-—— '_ security at all. ; 

Mr. Frank L. Hough, liquidator {his losses on gold bars. The! 
of the American-Oriental Banking {session was adjourned ‘until, to- 
Corporation and the other Raven |morrow morning, when counsel 
companies, upon taking the stand |will make their addresses to the | 
yesterday, admitted having signed |court, after a detailed questioning; 
the complaint on which the pro- jof Mr. Kleffel by, Judge Dzien. | 
secution was instituted against & baer ” ; 

Done No Wrong 


Mr. Kleffel, but pointed out that 
One of the first questions asked; 


at_ the time he had signed the | 
“First Information Report” pre- ;|Mr. Hough by Judge Dzien after 


missing from safe-keeping, but} 
{when the matter was gone into! 
details came up. 1 

Mr. Hough stated that he didi 
find a receipt for deposit on call. 
in the vaults in licu of cash and, 
pointed out that on the books a 
the bank the deposit was carried! 
as a deposit on call. Upon being! 
asked whether the General Man-; 
ager should be held responsible for | 
the irregularity, Mr. Hough re-j 
plied, “Not unless he personal 
participated in handling moncy.” 

Little Or No Security 

A list of several of the large! 
debtors of the bank, which had en 
prepared by the liquidator’s staff 
upon the request of Mr. Bryan, ! 
was then. produced. 
t 
i 
\ 


“Loans were made by the accus- 
‘ed on little or no security?” ques- 
tion Judge Dzien. 

“I wouldn’t say that the accused 
loaned this money without con- | 
ference with other peoplé over hiro | 
in the bank,” came the reply. \ 

Judge: Was this the usual pro- 
eceedure? j 


Mr. Hough: Policy of — the 
A.-O.B.C. was considered by what 
was known as the “Executive 
Council.” 


Judge: Did they know they were | 
losing the money? | 

Mr. Hough: TI can’t make a state- 
ment that they had a policy to 
lose money. : 

Judge: Can you express 
opinion whether on general pro- 
cedure they would lose money? 

Mr. Hough: It is hard to sive 
an opinion. 

Mr. Hough then confirmed that 
Mr. Walter F. Raven, Assistant 


an 


pared by the police he was not 
under the impression that he was 
bringing charges 
against Mr Kleffel. Mr. Hough 
contended in his evidence that ‘he 
had put his signature on the 
“First Information Report” on the 
understanding that a thorough ex- 


of any kind . 


amination be made by the United - 


States District Attorney 
Felthan Watson and Mr. Bryan, 
the municipal advocate. 


Mr. Kieffel is facing trial on 
charges of misappropriation, fraud 
and breach of confidence under 
Articles 336, 339 and 342 of the 
Chinese Criminal Code, in connec- 
tion with the disappearance of 
‘$32,000 from the safe-keeping 
, vaults of the A.-O.B.C, The money, 
;was deposited with the bank for 
safe-keeping in April, 1935. The 
‘co the case are, Mr. 
Young, a Chinese, who deposited 
$20,000, and Mr. M. M. Epport, 
Russian, who deposited $12,000, 
Mr. Kleffel at the outset of the 
trial had pleaded not guilty to the 
charges and has been placed on 
$20,000 cash bail. In his defence he 
had stated that up to the time the 
bank had closed on the morning 
of May 24, last, he had no know- 
ledge whatsoever of the two ac- 
counts forming the basis of the 
charges against him. 

Yesterday’s hearing was occupi- 
ed with detailed ‘questioning of 
Mr. Hough, Mr. L. Fiengold, 


former cashier of the A.-O.B.C.,/ 


and now employed by the liquida- 
tor. Detective Sub-Inspector Harry 
Willgoss was also called on the 
stand to: testify as to certain 
transfers of money made by the|. 
bank. Mr. Dick Huang, former| 
jcompradore of the bank and Mr. 
U. S. Soong, who had charge of 
the safe-keeping department, were 
also questioned, as well as Mr. 
Walter F. Raven, former Assist- 
ant Manager and Office Manager 
of the bank, The latter admitted 
that at the time the bank closed 
jits doors ‘he had an overdraft of 
U.S, $6,000 and M§29,000. He also 
admitted -that he had obtained 
these overdrafts in order to cover 


Mr. - 


the former went into the witness +) Manager of the bank had an over- 
stand was whether or not he had - draft of U.S. $6,000 and M.$29,G00 
discovered in his duties as liquida-!/n¢ the time the bank closed its 
tor of the bank that Mr. Kleffel r| qgoors. There was no security for 
had done “any wrong. Althese loans and nothing had been 


“He had done no wrong,” camed 
the prompt reply and then Mr. 
Hough added that at the time the. 
bank closed its doors he owed nok 
money to the bank, but had $27,-- 


t 

000 in the bank as well us holding } 
stock in the organization. » 
Mr. Hough then pointed outa 


that at the time of signing the 
‘complaint he was not under an 
impression that criminal charges 
were to be brought against Mr. * 
Kleffel. He admitted knowing theb 
nature of the first complaint, that , 
it was in connection with money : 
missing from safe-keeping vaults. -| 
Mr. Hough stated that he had, 
learnt that $20,000 was missing’ 
from the vaults on June 5, when: 
he broke the seals which had “been 
placed on the vaults by the U.S. | 
authorities. He did not inquire; 
from Mr. Kleffel regarding the} 
matter at the time, as then he did 
not know of the two safe-keeping 
accounts; but just checked con- 
tents of vaults. 

He first learned of the safe- 
keeping accounts sometime _ later 
when he was notified by Mr. Henry; 


Young by letter that he had a 
safe-keeping account with _ the 
bank. At this stage Mr. Hough 


stated he made inquiries from 
Mr. Kleffel, who told him that he 
(Kleffel) had found out about it 
himself when the bank closed, was 
surprised and did not know what 
te do about it. According to Mr. 
Hough, Mr. Kleffel did not know! 
at the time how the money was 


Ale 
wo | 


. 


eollected on them since. t 


Defence Examination 
Dr. Grossman, who is appearing 
for Mr. Kleffel together with Dr. 
D. S. Chen, then took up the 
examination of Mr. Hough. os 
r. 


Dr. Grossman: Did you hold 
Kleffel responsible for these 
irregularities ? 

Mr, Hough: In the beginning 
naturally. 

Dr. Grossman: At the time you 
signed the testimonial for Mr. 
Kleffel you knew of the irregul- 
arities? (Referring to a_ testi- 


monial dated November 25. last,|: 


signed by Mr. Hough). 

Mr. Hough: Yes. . 

Dr. Grossman: There were other 
irregularities in the bank? 

Mr. Hough: Yes. They were all 


investigated to the finish to find |: 


out if anybody could be _ held 
responsible. 
Dr. Grossman: Had you found|’ 


that anything criminal had been 
done by Mr. Kleffel? 

Mr. Hough No. 

Dr. Grossman: If you had found 
that something criminal had been 
done by Mr. Kleffel, would you 
have hesitated to file a complaint? 

Mr. Hough: Absolutely no. 

Dr. Grossman: What is 
opinion, was it a mistake? 

Mr Hough: In my opinion there 
have been irregularities committed 
in these’ two as¢counts. 

Dr. Grossman: If they were 
irregularities, who may have re- 
ceived an advantage? 

Mr. Hough: It is hard to state. 
In the case of Young ($20,000) 
Huang, the compradore had a dis- 
tinctive advantage. He was a 
friend of Mr. Young and had re- 


your 


ceived the $20,000; for which he] | 


gave the bank a note. If he knew 
that it was to be a safe-keeping |! 
account, it had to be deposited 
like in a bonded warehouse. 

Dr. Grossman: What is . your} 


i 
i 


opinion in the case of the Epporti 
transaction ? 

Mr. Hough: The Epport trans-! 
action is a bookkeeping transac- 


tion of the bank. It is hard to’ 
determine what individual would; 
benefit by the transaction or’ 


whether a mistake had been made. ; 

Dr. Grossman: Is the compradore ! 
indebted to the bank? i 

Mr. Hugh: He is. I 

At a previous hearing Mr. Dick | 
Huang the compradore and Mr.; 
U. S. Tsu, who was in charge of | 
the safe-keeping department, 
testified that Mr. Kleffel had in-} 
structed the money in question to} 
be put in the call deposit account 
instead of the safe-keeping | 
account. i 

1 
List Of Large Debtors 

At this stage of the hearings: sir. 
Bryan took up the cross-¢xumina- 
tion of Mr. Hough and brought 
into evidence the fact that sce.cral 
firms owed large sum: of money 
to the bank against which there 
was very little security and tk 
liquidator had managed to collect 
very little on the accounts. 

Mr. Hough testified that Hark- 
ing Import and Export Conipany 
had an overdraft of $2,508.260.59 
|on motor cars and trucks and on 
!‘which he had managed to collect 
jabout $400,000. Mr. Grossman 
objected to this being brought int 
evidence, but was over-ruled. Mr. 
‘Bryan then asked what the 
liquidator thought the security was 
i worth and was told by Mr. Hough 
that the latter hoped to collect 
$750,000 on the account. 

Evidence was given that the 
Nichois Super Yarn and Carpet 
Company had an_ overdraft oa: 
‘$1,165,628.68. Dick Huang. the 
icompradore owed the bank $244, 
885.61, which was secured by th 
bank's own shares, which at th 
present time had no value. Th 
Asia Realty Company had $1,026 
268.47 advanced to them on 
second mortgage on two lots c« 
land, which had already bee 

mortgaged with the Yangtze h 
surance Company to secure debe 
tures. This loan could not 1 
liquidated, testified Mr. Houg 
j antil the debentures were satisfie 
| Eddie and Company owed tl 
bank $465,000 on which the Hqui 
ator had not managed to colle 


anything. According to him the 
securily had little value. Robert 
Lang owed the bank $599,713.89. 
At the close of this evidence an- 
other objection was put in by Dr. 
Grossman on the grounds that the 
testimony was irrelevant. 


Cashier Called 
Mr. L._ Fiengold, the former 
cashier of the bank, was then 
called and questioned regarding the 
various procedure followed in’ the 
bank. He stated that ‘all monies | 
received during the day by the] 
receiving teller were handed over 
to the compradore. Part of this 
Was deposited in local banks 
under the name of A.-O.B.C., part 
+n native banks under the com- 
pradore’s name and the balance’ 

was kept in the vaults. 

Questioned on the point of the 
two deposits, Mr, Fiengold stated 
that he had signed “eall-deposit 
receipt” with Mr. Tsu. He knew 
the Epport case as call deposit 
and only after the closure of the |. 
rested he found out the irregular- |. 
ity, 

Mr. Huang, 
Mr. Tsu, the 
ment_ hea 
shortly, 


‘the compradore, and 
safe-keeping depart- |: 
d, were then questioned |: 
s 1 but beth could not]: 
wontons the ge wean or the}: 
ature on the ck of the 
Epport check, ©" ~- iad 


I 


Lost Money 
Mr, Walier F, Raven admitted . 
that he had borrowed U.S. $6,090 
and MS29,060. He had lost the 
money in speculating on — gold 
barry, which he had done through 
‘the compradcre, When his margin 
tan out Mr. Raven stated that he 
uscd to give Mr. Huang checks to 
cov. r himself, New evidence was 
then brought in, the judge asking 
| whether Mr. Raven knew of the 
!Sino-Contincntal Company, forme:- 
eperated by Mr. Kleffel's brother 
upon his death run by his 
aided by Mr. Julius Kieffel, 
Raven stated that he heard 
same, but was not sure if it was 
Ile stated that he did 
not know if the company 
i 4 
‘speculated in gold bars. 
Mr. Raven replied in the 
‘affirmative when asked whether 
Mr. Kleffel speculated in gold bars 
At this stage Dr. Grossman wa 


»C 
jcerreet, 


ed to put in an exhibit showing 
|Mr. Kleffel’s account with Mr. 
i Huang, which had been ?!! paid 


: off. 
‘ Kleffel Questioned 
Mr. Kleffel upon being calc to} 
the stand stated that be hac 
‘invited Mr. Huang to work with 
the A.-O.B.C. as he hag previously 
worked with him in the Asia 
‘Banking Corporation, Mr, Kleffel 
-jthen stated that during April and | 
- Mey he had, upon the request of 
‘{ Mr, Raven and the executive coun- 
Ij sel, asked Mr, Huang to place, 
‘| leans with other banks. 
-| Mr, Kleffel was then questioned 
‘;vegarding the loans obtained on 
' $82,000 shares of the Power Com- 
j pany and $40,000 Chinese Govern. 
‘ment Bonds. Here Mr. Kleffel 
:| seemed to lose control of himself 
“'and pointed out that he had ask- 
-|ed Mr. Huang to obtain loans, 
-| but; not on these shares which |? 
»;belonged to the bank’s clients. |? 
+} When Mr. Huang came to him, he} 
sjsaid. und stated that he could; 
jobtain loans, he thought he could,” 
,do so on shares and land which | © 
'the bank could use. However, | | 
-| when he learned what Mr. Huang |!" 
had hypothecated, he had : 
mediately raised money and 
the shares returned to the bank. : * 
“The shares were mortgaged fer; 
overnight,” he contended. : 


' 


t 
t 
t 
’ 


Ways great confidence, in Mr. | 
Huang and never had reason to 
suspect him until the bank closed, | 
Towards the close of the! 
session a photostatic copy of a: 
letter sent to Mr. Huang by Mrs, | 
| Kleffel on April 30, was produced, ji 
The letter was follows: i 


ay ri 


! 


~ we 


Dear Mr. Huang. 

I wish there was some w. 
could edequately express the ap- 
Preciation of both Julius and my- 
self for your very splendid work 
in the hank these last few days. ! 
You realize how very trying they! 
have been on everyone. Julius says | 
ever and over agein what would he: 
do without you. We are thankful! 
he does not have to do without you. | 
Your support is just: priceless, | 
You seem to ke the answer to one’s; 
prayers the way you have handled! 
thés Inst situation. You don't know} 
H what 2 comfort it is to have you.' 
You are resourceful beyond words 
and that is so necessiry just now. 

T just felt as though I, who share: 
Julius’ worries 2 bit too. must write! 
; this note which xo poorly expresses | 
whit we beth think of you. You! 
cun't: realize or know how deeply: 
erateful he is. 

Yours most sincerely, 
EstTReR R. KLEFFEL. | 
April 30, 19365, F 


| 
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| KLEFFEL'S. TRIAL IS. 
ADJOURNED 


, Former: AL OB. B.C. eagChiet 


Faces Three Serious 
' Criminal Charges 


:| The trial of Mr. Julius Kletfel, 


German, former Manager and, 
Mos President of the now defunct | 
Ametrican-Oriental Banking Cor- 
poration was adjourned sine die: 
‘yesterday mornings upon the re-: 
quest of the prosecution. i 

The third session of the trial: 
wus originully scheduled to come! 
‘up before Judge Dzien in the First j 
| Special District Court yesterday 
afternoon; however, the charge 
sheet was brought up for endorse- 
;ment before Judge Feng in the | 
morning and upon the request of 
‘the prosecution an adjournment ! 
sine die was granted. 

Mr. Kletfel is facing charges of | 
misappropriation, fraud and breach ! 
‘at confidence under Articles $36, ! 
1389 and 342 of the Chinese Govern-! 
mAene Criminal Code. According to! 
the proseention he is alleged to, 
have embezzled $20,000 from Mr. 
Henry Young and $12,000 from ! 
Mr. M. M. Epport, sums placed ins 
the bank before it closed on May | 
24, last, for safe-keeping. 

When the bank closed it was - 
discovered that the two sums in} 
question had been converted to! 
“call-account.” It is alleged by! 
the prosecution that the conversion ; 
was done with the approval of; 
Mr. Kleffel. Contradictory evid- 
ence was given at the second 
session of the trial last week, | 
when Mr. Kleffel emphatically 
denied knowledge of the two de- 
posits, while the former compra- 
dore and a former Chinese head 
of the “safe-keeping” department 
{alleged that Mr. Kleffel approved 
the same. Mr. Walter Francis! 
Raven, nephew of Mr. Frank Jay! 
Raven who is now on his way to 
serve a sentence for embezzlement 
and fraud at MecNeill’s Island, was 
one of the witnesses for Mr.| 
Kleffel. 

oa ee 


23, 


_ THE CHINA PRESS, THURSDAY, _ FEBRUARY. _20, 1936 


Third Hearing g o* eae mete 


Of Case Against 


Kleffel Today, 
' Former A.O. Bapk_Man- 
: ager To Appear In 


Court 2 P.M. 


The third hearing in the action 
,against Mr. Julius Kleffel, former ! 
} Managing Director and Vice-Pre- | 
‘oident. ef the American-Oriental ! 
| Bankin; Corporetion, who has been | 
' charged with embezzlement, fraud | 
j and breach of confidence, will be | 
;held before Judge Tsien in =| 


Lee enim 


| First Srecial District Court this 
afternocn. The hearing is schedul- 

-'ed to start at 2 p.m. 

i Mr. Kleffel, who is of German 
iuationalily and subject to the 
‘juristiction of the First Syecial! 

Listrict Court. first appeared before | 
‘the tribunal Tuesday, February 11, ! 
jin answer to a summons charging } 

him in criminal action under the 
; Chinese Criminal Code. According 
;!to the charge. he is alleged to have 
t+ embczzird' $20,000 from Mr. Henry 
i; Young and $12,000 from Mr. M. M. 
\] Eyrort. sums placed in the bank: | 
*\ before it closed down last year for 
3’ the yuryose of safe-keeping. | 

{t is alleged that the funds, in- 
;stead of being placed in safe-keen~ 
‘ing, were converted to the “call 
deposit” account, and had disappear- {| 
‘ed when the liquidator, Mr. Frank 
iL. Hough, took over the business of 
| liquidation of the bank. early last! 
; June, The deposits are alleged to 
, have been placed in safe-keeping in 
“| April of 1935, about one month be- 
‘) fore the bank closed its docrs. 

Curing the course of the first two 
, hearings, slips and receipts, show- 
jing that the two specified sums had 
.{been placed in safe-keeping, were 
slentered in evidence by Assistant 
>; Municipal Advocate Paul Y. Ru, as 
ii were ledger pages showing! that the 
sums had later been diverted to the 
-| call account. Mr. Kleffel has denied 
the charges, maintaining that he 
-limnew nothing about the transactions 
‘land that diversion of the safe-keep- 
{ing funds to call dccount was done 
; without his knowledge. He main- 
tained that he was a busy man and 
could net possibly keep account of 
all . the deposits that had been 
handled by the bank. 

Mr. Wang Yeh-zai, former com-|: 
pradore of the bank, told the court 
.|that Mr. Kleffel had approved of 
the accounts; that he knew about 
them. Mr. Tsu Yu-soong, in charge 
of the safe-keeping accounts under 
Mr. Walter Francis Raven, former 
Assistant Manager, also stated that 
Mr. Kleffel knew. about the accounts. }> 

Testifying for the defense at the 
Jast hearing,- held on Thursdav, 

.| February 13, Mr. Walter Raven de- 

claved thet as far as he knew, Mr.)}, 

Kicfici did not know about the}. 
+} safe-keeping déposits. The witness, |‘ 

who is a nephew of Frank J. Raven, }- 

now en route:to the .U. S. Federal Wi 

Prison at MoNeill’s Island to serve My 
_|@ five-year: sentence for embozale- Uf ag 
:}ment and fraud, admitted axing ri > 

the safe-keeping deposits, - initialjng 
‘|the safc-keeping slips, Hs Rad 
.| nothing’ to do with the ‘diversion: of 
-|the two accounts to * eal ‘account, 

‘lhe said, and new nothing: about. “ig A 
until after. ‘the bants ‘had’: folosed! 
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_A.-0. B.C.’s Former. Man- | 


‘ager “Posts Bond 
For $20,000 


| MISAPPROPRIATION IS 
CHARGED 


"| Mr. J. Kleffel, German, former 
(Manager and Vice-President of 
the now defunct American- 

‘1 Oriental Banking Corporation, 

‘Iwas placed under a $20,000 bond 

‘ yesterday in the First Special 

‘| District Court after he had been 

‘icharged with misappropriation, 

fraud and breach of confidence 
under Articles 386, 339 and_ 342 

of the Chinese Criminal Code. 

‘He posted the necessary bail and 
twas ordered to appear before the 
{court on Thursday for trial. 
| The former A.-O.B.C. manager 
appeared in the Chinese court 
‘yesterday afternoon to unswer a 
‘;summons_ served last Saturday. 
He is alleged to have misappro- 
priated $22,000 that was placed 
‘in the bank for safekeeping, the 
j complaining witnesses being 
Messrs. H. Young and M. M. 
:Epport, and Mr. Frank L. Hough, 
‘the last ef whom is liquidator of 
‘the bank. Only Mr. Young ap- 
ipeared yesterday, however. 


The charge is: “For that he, 
whilst performing his duty as 
‘general maneger of the American. 
| Oriental Banking Corporation did, 
jon April 4, 1935, and April 10, 
1935, embezzle or. otherwise mis- 
appropriate sums of money that 
were deposited with the bank 
under safekeeping, to wit, $20,000 
from Mr. Henry Wong and $12,- 
000 from Mr. M. M. Epport.” 

Charge Denied 


At the beginning of the session 
Mr. Paul Y. Ru, Assistant Muni- 
cipal Advocate, who handles the 
prosecution, and Mr. Robert Ki ty 
Bryan, Jr., Municipal Advocate, 
appeared in court. Mr, Bryan 
took no actual part in the 
case, but followed every word 
that was said. Mr. A. Grossman 
appeared for the defence. 

Mr. Kleffel, who arrived with 
Mr. A. H. Driscoll, former Raven 
Trust Company official, denied 
the allegations, saying that he 
could not be held responsible for 
the reason that he had no 
knowledge of the two accounts. 
There were many such accounts, 
he said, and it was not possible 


en terete he 


for a man to keep track of all 


of them. 


Mr. Ru declared = that Mr. | 


Kleffe] was responsible as he was 
General .Manager and Vice-Pres- 
ident of the firm. Mr. Ru had 
documents and books to prove the 
Jaccounts were opened by Young 
and Epport and that the money 
had been put in the bank. 


‘Mr. Young, one to Mr. Epport, 


several other documents were also} 


‘ produced. 
‘" Mr. Ru said that the money re-} 


‘ceived, instead of being put in. . 


safekeeping, was put in the call 
account ledger, and that this act 
;eonstituted a breach of confidence.’ 


THE NORTH-CHINA DAILY NEWS, 


war sen 


THE RAVEN CASE 
Some Suggestions 


Te the Editor of the 
“Nortu-Cuina Darty News” 


| Sm,—Now that the prisoners in 
this case are on their way to 
America, the point arises in my mind 
as to what steps. if any, should be 
taken to deal with the disclosures 
which the hearing of that case pro- 
duced. It must not be forgotten that 
the public put its money into the 
Raven concerns because of its belief 
that those concerns were under 
proper direction. In that connection 
it is well to recall Judge Helmick’s 
arks on the. responsibility 
This.and..other ques- 
well be considered, and 
> desirable that ‘the au- 
\W are charged with ihe 
duty of protecting the public _in 
Tthis_matter_ should make some. an- 
ncéuncement as te whether it_is pos- 


sible and desirable to take steps to 
Fprevent the recurrence of such a 
financial disaster as that which took 
placé last May. A public statement 
would, Tam sure, be appreciated by 
all concerned. 


Loser. 


Shanephai, Feb. 17... 
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Raven And Brown Leave | 
For Penitentiary To-day | 


Convicted Men Being Taken From Here In Custody! 
Of The Captain Of The President McKinley ; ' 
Brinson Believed Leaving In Same Ship i 


When the s.s. President McKin-j; They will be taken to the shores 
ley pulls out of the harbour this of America in the custody of | 
afternoon, bound for Seattle via Captain Clyde F. Bryant, com- 
Japan ports, she will have onjmander of the President McKin- 
board. in addition to her regular ley, who will be sworn as a Special 
passengers, two fpiisoners, Mr.; Deputy in the office of the U.S. 
Frank J. Raven and Mr. J. Warner; Marshal for China, Mr. Edward L, 
Brown. who are to be conveyed|Faupel, this morninz, The Mc- 
to the Federal Penitentiary at|Kinley is expected to sail some 
MeNeill’s Island to serve sentences'time this afternoon and the con- 
of five years and two years,|vieted men will be taken on board 
respectively, for embezzlement ana/at aboat noon, 
fraud. | Pastor Seeks Interview 

Sentences on the two men were; An unusual visitor to the office 
passed in the United States Courtiof the U. S. Marshal yesterday 
fur China on February 3 after aj morning was Mr. Emery W. Luc- 
trinl which lasted one month.|/cock, Pastor of the Community 
|Since that date, the men have|Churech, at which, throughout his 
been contined in the Ward Road | long residence in Shanghai, Mr. 
Gael awaiting transportation to|Raven worshipped regularly every 
| Seattle. Sunday morning. 

Mr. Luccock called on Mr. 

Faupel to ask permission to pay 

la last visit to Mr. Raven at the 

Ward Road Gaol and this was 
readily granted. 

Whether Mr. Raven and Mr. 
Brown will be locked up on board 
the President McKinley during the 
voyage to Seattle could not be 
definitely ascertained yesterday. 

“The amount of liberty they 
will enjoy,” Mr. Faupel said, ‘will 
depend entirely ‘upon their be- 
haviour and the inclination of 
Captain Bryant.’’ 

Both men will commence Sserv- 
ing their sentences immediately on 
arrival in the United States. The 
McNeill’s Island ‘penitentiary is 
located in Puget Sound, close to 
Seattle. Mr, Raven has appealed 
against his sentence, but Mr. 
Brown, after bail had_ been 
denied by Judge Milton J. Hel- 
mick, withdrew his appeal. He 
will be eligible for parole after a 
third of his two-year sentence 
has been served. 

= Brinson Also Leaving 

It is understood that among the 
passengers sailing to-day on the 
resident McKinley is Mr. Eugene 
Brinson, the young American who 
was convicted last week of par- 


ticipation in a plot last August to|: 


liberate Joseph Walden, convicted 
esvionage agent, from his prison 
cell in Wuchang. Brinson was 
sentenced to pay a fine of U.S. 
$500 and, in addition, was given 
a suspended sentence of six 
months’ imprisonment. 

In sentencing Brinson, Judge 
Helmick remarked that it would 
be a good thing if he left Shanghai. 
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: PRISONERS SAIL FOR THE STATES 
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: Three prisoners were put on hoard the Dollar liner President 

¥ McKinley by the local United States authorities yesterday afternoon 

ra when the liner cleared for Seattle. Two of the men, Mr. Frank 

2 Jay Raven and Mr. J. Warner Brown, had been recently convicted 

£ in the U. 8. Court here, while the third wasMr. J. Garland Ogden, 

= being extradited to stand trial in Memphis, Tennessee. <A large 
number of friends came to sce Raven and Brown off on their 
journey tc MeNeill’s Island penitentiary. Upper picture shows 
Mr. Raven with his young son and Mrs. E. G. Clarke. Lower left 


ix Mr. Brown and lower right is Mr. Ogden with United States 
Marshal, ‘Mr. Edward L. Faupcel. [A. Krause, 


| Dismal Farewell Scene As 
| Raven And Brown Depart 


Locked Up In Cells On The President McKinley 
For The Trip To Seattle; Ogden, Wanted In 
Memphis, Sent Home On The Same Vessel | 

Police On Hand 


bewew 


dismal fare- 


ESDAY, FEBRUARY 19, 1936 


Mr. Raven spent most of the time 
in earnest conversation with his 
son, all the while under the watch- 
ful eyes of the _United States | 
Marshal and his Deputy. 1 
No Statements To Make 

Approached by a “Shanghai 
Times” reporter, neither of the | 
men had any statement to make. | 


oY 


re y 


a 
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On arrival at the President Mc- 
Kinley, they were immediately 
locked up in cells in the ship’s 


hospital, which are used for hous- 
ing prisoners when so required. 
They will travel to Seattle in_the 
custody of Captain Clyde F. Bry- 
ant, commander of the vessel. 
Each man occupied a cell to him- 
self and before the tender Icft 
‘the ship they were to be observ-, 


ed peering out from the small 
{ pertholes, taking what may be! 
their last @limpses of Shanphai. 


The MeKinley did not get under 
{way until after four o'clock. Mr., 
i -en’s son, and one or two clos 
(friends of the convicted men, re-! 
;mained on board until the tender’ 
‘left. Last greetings were  ex-j 
j changed through the bars of the! 
! prison cells. ‘4 H 
Another Prisoner i 

A third prisoner was also on 
board in the person of Mr. J, Gar- 
land Ogden, a stock broker of) 
Memphis, Tennessee, who was 


arrested here last Saturday on a 
telegraphic warrant. Mr. Ogden is 
wanted in Memphis on charges 
similar to those which have sent 
Mr. Raven and Mr. Brown to the 
penitentiary. 

This prisener, 28 years old, was 
of much more cheerful disposition 
than his two colleagues in adver- 
sity, however, and joked with | 
everyone on the tender going 
down to the ship. Not at all averse 
to making a statement, he said 
he would be glad to set foot on 
home soil again. 

“I can only wish that it might 
have taken place under different 
circumstances,” he added with a 
gay laugh. Mr. Ogden was also 
given a cell to himself and at in- 
tervals thrust his head through 
the small porthole and carried on 


a bantering conversation with the 
people on the pontoon and tender. 
Has Picture Taken 
“Can I take a picture?” a photo- 

grapher shouted. 
“Sure, go ahead—sorry I can’t 
give you a better pose!” the reply 


:| One of the most 


:|well scenes ever witnessed in 
-{Shanghai was enacted at _ the 
Customs Jetty yesterday after- 


noon, when friends of Mr. Frank 

J. Raven and Mr. J. Warner 
‘|Brown, gathered to see them off 

on the tender for the Dollar liner, 
‘Is.s. President McKinley, which is 
‘|conveying the two men to the 
:|United States, where, in the 
.|Federal Penitentiary at McNeill’s 
Island, they are to serve prison 
sentences for embezzlement and 
fraud. 

Tried before Judge Milton J. 
Helmick in the United States 
Court for China, Mr. Raven was; 
‘|given a five-year sentence, whilei 
ij{Mr. Brown was given two years. 
1|]Sentence was pronounced on 
;|February 3, and until yesterday 
-J}afternoon the two men were con- 
-|fined in the Ward Road Gaol. 

At 2.30 p.m. they were taken 
from their cells and placed in a 
prisoners’ van, Accompanied by 

.|Mr. Edward L. Faupel, United 

States Marshal, Mr. Arthur 

Petersen, Deputy Marshal, and 

two uniformed men of the Shang- 
.|hai Municipal Police, they were 


1 
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-!driven to the Customs Jetty, to be j; 


placed on board the last tender, 
which was due to leave for the 
President McKinley at 3 p.m. 


Each carrying a small suitcase, came back from the head jutting 
their bulkier belongings having out of the iron-clad side of the 
been sent on ahead, the two con- ship. 
victed men stepped from the van A few minutes later the tender’s 
and were ushered aboard the siren ~° shrieked. Handkerchiefs 
tender, Large numbers of police waved. Tears coursed down sad- 
and plain-clothes detectives were dened faces. Two well-known 
on hand in view of rumours hav- Shanghai figures were on their 
ing been circulated to the effect way to the penitentiary, accom- 
that irate creditors of the defunct panied by a prospective convict 
Raven enterprises, the closure of who, according to his last words, 
which led to the arraignment and ‘hopes to’ see Shanghai again some 
conviction of Messrs. Raven and day. 

Brown, might attempt some sort —————--——————_—— _ 
of disturbance. No untoward in- 
cidents occurred, however. 

A bleak north wind whirled 
across the Jetty as the two men 
shook hands for the last time with 
friends and well-wishers before 
boarding the tender. Both were 
visibly moved by the warming pre- 
sence of friends but their faces 
evidenced the strain which- pros- 
pects of their unhappy journey 
back to their native land had im- 
posed upon them. 

_Mr. George Fitch, of the For- 
eign Y.M.C.A. and Mr. Emory W. 
Luccock, Pastor of the Community 
Church, were among those on 
hand to bid them farewell. Very! 
few friends went down river, how- ; % a 
ever, and during the course of the a: 
brief trip to the vessel that is con- 
vevine them to the penitentiary. 
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RAVEN AND BROWN TO/’ 
‘LEAVE TO-MORROW | 


Captain Of President’: 
McKinley To Escort |: 
Men ‘fo Seattle 


The carecr in Shanghai of Mr. 
rank J. Raven and Mr. J. 
Warner Brown, president >and 
vice-president, respectively, of the} 
defunct Amecrican-Oriental Fin: | 
ance Corporation, will end at} 
midnight to-morrow when they; 
nre escorted to the s.s. President | 
McKinley from Ward Road Gaol j 
for conveyance to the United, 
States, where, in the Federal 
penitentiary at McNeill’s Island, 
they are to serve terms of impri- 
sonment fo» embezzlement and{ 
fraud. | 
Contrary to ill-informed reports | 

| 


recently published, the convicted 
men will not be transported to 
the United States in the custody) 
af Mr. C. J. Haley, one of the 
star witnesses for the prosecution | 
in the Jengthy trial which ended‘ 
in the U.S. Court for China on, 
February 3. Mr. Haley and Mr.' 
GC. C. Curtis, another of the pro-: 
secution witnesses, sailed for the! 
United States yesterday morninz! 
in the s.s. President Taft. i 
Captain As Deputy 

The Special Deputy Marshal | 
who wiil escort the prisoners to 
Seattle’ will be Captain Clyde F.! 
Bryant, commander of the s.s. 
President McKinley, it was offi- 
cially stated yesterday. 

Mr. Raven, who was given five 
years’ imprisonment, has lodged 
an appeal against his sentence 
with the San Francisco Circuit 
Court of Appeals. Mr. Brown, 
with a sentence of two years, also 
gave notice of appeal, but with- 
diew it after Judge Helmick re- 
fused to grant bail pending the 
appellate court hearing. 

The convicted men were found | 

guilty of embezzlement and fraud 
in connection with the handling 
of fully-paid securities belonging 
to customers of the American- 
Oriental Finance Corporation. 
Instead of placing these secur- 
ities in safekeeping, the A.-0.F.C. 
ple, them in a margin account 
wi E. A. Pierce and Company, 
San Francisco, thus employing 
them as collateral for its own 
stock market transactions. 
* When the A.-O.F.C. crashed in 
April of last year, -together with 
the affiliated Raven enterprises, 
Pierce and Company sold out 
these securities to satisfy the 
A.-O.F.C.’s indebtedness, with the 
yesult that customers of the 
A.-O.F.C., who believed that the 
securities were being held for 
them in safekeeping, were sub- 
stantia} losers; 
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|Impassioned Address Is 
| Made By The Defence 
| At Julius Kleftfel’s Trial 


My. W. F. Raven, Assista 


t 
} 


'TESTIMONIAL SIGNED BY MR. HOUGH IN 
| EVIDENCE—“‘ABOVE REPROACH” 


The second session of the trial of Mr. J. Kleffel, German, 


“former Gencral Manager and 


| 
i Oriental Banking Corporation, Undergoes A | 
Gruelling Cross-Examination At Hearing 


nt Manager Of American- 


Vice-President of the defunct 


' Amcrican-Oriental Banking Corporation, in the First Special 
Distriet Court yeste~day afternoon on charges of misappro- 


priation, 
1 an impassioned address 
‘and begging the Court 


fraud and breach of confidence, was opened with. 
by the defence, pleading for fairness 
not to be influenced by the recent 


i proceedings and judgment'in the trial’of F. J. Raven and 


iJ. Warner Brown in the 


The highlight. of the session 
before Judge Dzien, which occupied 
over two-and-a-half hours, was the 
gruelling cross-examination of Mr. 
.Walter Francis Raven, former 
_Assistant Manager and Office 
iManager of the American-Oriental 
{Banking Corporation, by | Mr. 
{Robert T. Brya:, Jr., Municipal 
|Advocate. The prosecution is be- 
iing eonducted by Mr. Paul Y. Ru, 
|Assistant Municipal Advocate, 
‘with Myr, Bryan 
‘watching the proceedings since the 
‘start. Yesterday, however, Mr. 
[Bryan took an active part in the 
‘proceedings and, with the permis- 
ision of the Court, questioned Mr. 
[Raven trying to elicit the reason 
:why, if the two transactions, 
owing to which My. Kleffel is now 
facing criminal charges, were ir- 
‘regular, they had not been referred ! 
,to Mr. Kleffel for signature. These j 
questions were put after Mr. 
| Raven, a witness called by the 
pastence: had told the Court that 
lany transactions not in the regular 
routine of the bank had always 
been referred to Mr. Kleffel for} 


having been}: 


United States Court for China. 


his duty as General Manager of 
the American-Oriental Banking 
Corporation, did, on April 8, 1935, 
und April 10, 1935, embezzle or 
otherwise misappropriate sums of 
money that were deposited with the 
Bank under saf.«eeping, to wit, 
$20,000 from Henry Young and 
$12,000 from Mr. M. M. Epport.” 
Defence Address 

At the opening of the trial, Mr. 
Walter Francis Raven, who had 
been’ waiting outside the court- 
room, was called in, but before he 
went on the witness stand, Dr. D. 
S. Chen, who is appearing for the 
defence together with Dr. Gross- 
man, made an impassioned address 
to the Court. The address follows: 

“In this case our client is 
charged with misappropriation 
under Article 336, paragraph 2, 


and the prosecution alleges that 
there is sufficient evidence to 
prove that in both cases the 


alleged crimes were committed on 
instructions of the accused, 
allegedly given to the witness, 
Tau, and that the said accused 
had guilty knowledge of the fact 


signature. 
Mr. Kleffel, when arraigned be-| 
, fore the Court last Tuesday, plead- 
‘ed not guilty to the charges! 
framed against him and_ stated: 
‘that, up to the time the bank: 
closed on the morning of May 24! 
last, he had no knowledge of the; 
two accounts forming .the basis of ; 
the charges. Yesterday, however, | 
|Mr. Huang Yeh-zai, the compra-’ 
idore of the defunct bank, stated 
fon the witness stand that upon’ 
| accepting a deposit of $20,000 from 
Ja Mr. Henry Young on April 8. 
jlast, to be put in the safe-keeping 
laccount, he made out. a deposit: 
{slip and took it to Mr. Kleffel. Mr._ 
Tsu Yu-soong, chief of the safe- 
keeping department also testified 
yesterday that -he received the 
same receipt from-Mr. Kleffel. 
| ,Another highlight of yesterday’s* 
(proceedings was:the introduction 
|of an important. and rather a; 
jSuprising exhibit iu .view of the: 
prosecution having been instituted ' 
by Mr. Frank L. Hough, liquidator 
of the bank, in addition to the two, 
other complainants, who had lost , 
their money, .due to the alleged’ 
misappropriation, fraud and breach ; 
of confidence. The. exhibit put-in| 
was a testimonial‘ signed by Mr.! 
Hough on November 26 last, in his 
capacity as liquidator of the Bank, 
in which he stated. that. Mr. 
Kleffel’s “personal ' positién was 
above ‘reproach and that he owed 
no monies noy. was he ‘obligated to 
the ‘Bank in any. way.”’’ x 
The charge. inst Mr. Kleffel 
is: “For that he, whilst performing 


“J shall refrain myself to com- 
ment on the charge at the present 
time. I shall do so during my 
final arguments and I reserve for 
myself to make at that time all 
the legal nnd moral comments 
which may seem fit. 

“at the present time I want, 
however, to outlinc the defence 
as this prosecution is -instituted 
in a heated atmosphere, after a 
yather sensational trial in another 
court, and it seems to me that 
the influence of this heated 
atmosphere ss aforesaid must be 
certainly dispelled during i 
trial, if we have to. look forth 


to find out whether the defendant! 


ig guilty or not. I have to point 
out also that I have entire con- 
in the. wisdom. of your 

that your Honour will! 
the right 


fidence 
Honour, 
find the right way and 
decision in this case. 
Testimony Worthless 

“The defence will show that the 
testimony of Tsu and Huang is 
worthless as on the face of the 
documents which the prosecution 
produced it is rather obvious that 
the ‘responsibility of the first one 
is at the stake, and’ that the 
second one was and is heavily in- 


debted to the Bank, and if some-. 


, body had some advantage from 
‘these transactions, that was 
Huang. : 


TE ere 


that such crimes were committed.. 


“The evidence will show, fur- 
thermore, that these two trans- 
actions are to be considered as 
‘quite unusual in the line of the 
defunct A.O.B.C., and that it was 
therefore necessary for the staff 
to ask for written instructions 
from the Defendant if the re- 
sponsibility of the Defendant could 
be involved. No written _instruc- 
tions were asked for and Mr. Tsu, 
who is now the main witness of 
the prosecution, did not even find 
jt worthwhile to have the respec- 
tive slips and tickets okeyed by 


; his superior, whom he is now ac 
| eusing of having given him 


in- 
structions to handle these two 
cases wrongly. 

“The evidence will show that 
this defendant was not even in 
the physical condition to have 
knowledge or even guilty knowl- 
edge of the fact that such irre- | 
gularities have been committed, 
and that if such_ irregularities 
were found sfter the closure of 
the A.O.B.C., they have been done 
without any intention on the part 
of the Defendant. 

“Above Reproach” 

“We will show that after the 
affairs of the Bank heve been 
closely examined by the Liquidator, 
Mr. Frank L. Hough, and_ his 
legal Adviser, Dr. George Selleit, 
nothing has been found whicl: will 
incriminate this Defendant and 
that according to the statements 
of the said Liquidator, the con-' 
duct of the Defendant, while being 
in this office and after in assisting 
the Liquidator, was always ‘above 
reproach.’ 

“The evidence will show that 
the said Liquidator, even after 
this Defendant left his service, 
asked him to join him again and 
offered him, shortly before this 
prosecution was started (in De 
cember 1935), a position connect- 
ed with considerable responsibil- 
ity, as handling cash, ete..- 

“The cvidence will show that 
this Defendant was not only ncver 
indebted to the Bank ‘or to the 
Affiliated Companies, put he is one 
of the biggest losers:of the de- 
funct Raven group, as he and his 
immediate family had  abovt 
$27,000 worth of deposits in this 
Bank, which have not been_with- 
drawn from the Bank, and that 
he entirely lost about $200,000 
by his heldings of stock in the 
Companies of the Raven Group. 

“For all the above we offer the 
\testimony of Walter Raven, a citi- 
\gen of the United States of Amer- 
iica, 488 Avenue Hzig, Frank L. 
Hough, Liquidator of the A.O.B.C., 
citizen of the United States of 
America, Robert Dollar Building, 
51 Centon Road, and L, Feingold, 
Cashier of the A.O.B.C., a Russian 
citizen, 15 Route Paul Henry, and 
we respectfully pray that these, 
witness should be summoned by 
this Honoureble Court to appear 
at the next hearing and to give 


or testimony for the above. 


“The evidence will show that 
the cash position of the Bank from 
April. 6, 1985, up_ to the closure 
of the Bank was always such that 
€20,000.—or even $32,000.—never 
affected same scriously, and the: 
| possibility existed for the Bank, 
j during the whole time, to clear 
‘this matter out if the Manager 
had knowledge .of same.” 

Testimonial Letter 

Following is the letter signed by 
Mr. Hough, given to Mr. Kleffel 
as a testimonial. It was written 
_on A.O.B.C, letter head: 

i Nov. 26, 1985. 

To wham it may concern: % 

Mr. Julius Kleffel, the holder ; 
‘ of this letter and whoue signature | 


ces rpms et eal a RR Rb 


ed for some years with the 
American-Qriental Banking Cor- 
Vice-President and 
General Manager, On May 24, 
1935, the officers sought relief in 
the United States Court by ask- 


| appears below, has been connect- 


| poration us 


ing for the appointment of a 
Liquidator, 
Upon my appointment, Mr. 


Kleffel offered me his services to 
assist me, which I accepted. I 
found Mr. Kleffel of great assist- 
ance to me in every department, 
and the wholehearted manner in 


which he gave me his services 
is indeed appreciated. 
Upon investigation ef the 


affairs of the Bank, I found that 
Mr. Kleffel’s personal position 
was above reproach and that he 
owed no monies nor was he ob- 
ligated to the Bank in any way. 
Mr. Kieffel was compelled to 
leave me due to ill-health induced 
by the strain and worry of the 
closure of the Bank. 
Yours Very Truly, 
(Signed) Frank L. Hough, 
Liquidator, 
‘American-Oriental Banking 
Corporation. 
Signature of J. Kleffel. 
Raven Takes Stand 


Following the address of the de- 
fence, Mr. Ru made a short speech 
:in which he pointed out that if the 
jaecused himself had not profited by 
a third 
person had benefited to the detri- 
ment of the two complainants. Re- 
ferring to the testimonial letter put 
in as evidence by the defence, me. 
i 
the 
various details in it were supplied 


the illegal transactions, 


Ru contended that, in a way, 
constituted a forgery, as 


by members of his own staff. 


Mr. Walter Francis Raven then 
He stated he was 
an American citizen, 29 years old 
and residing at 433 Avenue Haig. 
He stated that he was pearnghird 
o 
the defunct A.C.B.C, In answer to 
questions put by Judge Drien, he 
of the 
ordinary and regular routine of 
the Bank had to be initialled by 


took the stand. 


and office manager 


manager 
said that anything out 


Mr. Kleffel. 


Giving examples, Mr. 


Mr. Kleffel, cheques 


all cash payments 
with the bank expenses. 
Asked whether Mr. 


port. 
According to Mr. 


parate departments. Mr. 
told the Court that he was 


ment, 
under him. 
Signed Receipt 


Mr. Raven told the Judge that 
he had signed the safe-deposit re- 
ceipt in the name of Mr. Henry 
Young for $20,000, This is one of 
the amounts which forms the basis 
of the charges against Mr. Kleffel. 
The amount was placed in a “Call- 
account instead of the 
“Safe-Keeping Deposit” account as 
the receipt specified. Going over 
the usual proceedure which was 
safe-keeping depos- 
ved, Mr. Raven stated / 


Deposit” 


adopted when 
its were recei' 


Raven 
stated that if Mr. Kleffel approved 
an overdraft, he would send a chit 
to the cashier; all letters which in 
‘any way related to the policy of 
the Bank had to be initialled by 
above the 
overdraft amount were also always 
initialled by Mr. Kleffel, as well as 
in connection 


Kleffel in- 
itialled all payments made by the 
|Bank in the course of a day, Mr. 
Raven pointed out.that same was 
impossible as hundreds and hund- 
reds of cheques were cashed daily, 
however, Mr. Kleffel was always 
given a statement of the Bank’s 
cash position at the end of each 
day. Mr. Raven stated that same 
was for Mr. Kleffel’s reference 
only and that he did not believe 
that ‘Mr. Kleffel initialled the re- 


Raven, the 
compradore and the safe deposit 
department of the Bank were se- 
Raven 
in 
charge of the safe-keeping depart- 
with a department head 


In reply to the Judge, Mr. Raven 
admitted that he never saw any 
cash or valuables which were 
taken into safe-keeping. 

On what grounds, then, did you 
sign the the deposit receipt ?— 
questioned the Judge. 

Mr. Tsu was a_ responsible 
officer of the Bank and had been 
with the Bank for 15 pears. He 
was a bonded man—was the quick 
rejoinder. 

On April 8, Mr. Young brought 
$20,000 in silver dollars to the 
Bank for safe-keeping, Mr. Tsu 
had obtained permission from Mr. 
Kleffel regarding accepting it, and 
then you signed the receipt ?— 
‘Decidedly untrue. 

“Mr. Tsu came to me with the 
request to accept for safe-keeping 
the silver dollars,’? stated Mr. 
Raven, ‘“‘We had not been keeping 

,any specie in sate-keeping, and 
I told Mr. Tsu how I felt about it 
and that other banks xlso did not 
accept such deposits of silver dol- 
lars. Mr. Tsu, however, mentioned 
that it was a special request of 
wr. Dick Huang, the compradore, 
‘so I signed it, and that is all I 
know about it.” 

Signed As Should Have 

Upon being asked why he had 
signed a safe-keeping deposit re- 
ceipt when the money actually 
went into call-deposit, Mr. Raven 
stated that he signed as he should 
have done, as the money was sup- 


vault. 

Upon being questioned whether 
he spoke with Mr. Kleffel regard- 
ing the matter, the witness replied 
.that he had not, and added thst 
Mr. Tsu and asked him to sign it 
and accept the deposit because the 
compradore had requested it. 'Giv- 
ing his reasons for not wanting to 
accept the deposit in silver dollars, 
Mr. Raven pointed out that the 
Bank’s vault was small. 

Judge—You must have known 
that no actual cash went into the 
vault, but a receipt for a deposit 
on call?—How could I know? I 
never examined Tsu’s vaults. 

Judge—I do not believe that you 
are teling the truth, because if 


Mr. Tsu was trusted as much as 
you say he was he would not have 
had to explain to you to have the 
deposit accepted,—I was against 
specie deposits. 

Judge—In the case of the deposit 
of Mr. Epport, why did you sign 
the receipt?—-Mr. Epport was an 

.lold customer of the Bank and he 
was frightened about the currency 
situation in China, and I wanted 
to help him. 

Describing the procedure adopted 
in the Epport case, Mr. Raven said 
that Mr. Epport drew a cheque for 
$12,000 and -gave it to Mr. Tsu, 
who should have taken silver from 
the vaults and put it in the safe- 
keeping vault. Asked why he had 

i/mot seen to it that same was car- 
vied out properly, Mr. Raven re- 
plied that he could not supervise 
everything himself and had to 
trust heads of departments, 

Mistake Discovered 

It was then put to Mr. Raven 
by the Judge that some time after 

|r. Epport had transferred $12,- 
000 to safe-keeping, he calied on 
Mr. Raven and asked if everything 
was.all right Mr. Raven could not 
'recall the visits. ‘ 

Judge—You told him that every- 
thing was all right. To do so, you 
must have known that the money 
was in the safe-keeping vault?— 
I presumed that Mr. Tsu had car- 
vied out his duty and put the 
money in the safe-keeping vault. I 
did not actually see him put the 
$20,000 there. : 


posed to go into the safe-keeping ; 


that Mr. Tsu, head of the safe- 
_keeping deposit department, would 
make all the arrangements with 
the customer ane then come to 
him with a receipt, which he (Mr. 
|Raven) signed. 


Judge—When did you hear that 
no cash was _ in the safe-keeping 
vault ?—The Bank closed at 7 a.m.i 
on May 24 last. At noon that day,: 
Mr. Kleffel came to me in a staie! 
of great excitement and suid, “My | 
God, Walter! Do you know whati 
those fools in the office have done?” | 
I said “No.” He then said, “They! 
have changed the safe-keeping de- | 
posit to call deposit,” and that wasi 
the first time I knew about it. 

Mr. Raven then branded Mr. 
Tsu’s evidence as an absolute lie. | 
He pointed out that if 2 deposit’ 
went through the compradore, an 
officer of the Bank had !» know 
about it. Tsu had to know, as he 
signed both the call und safe-keep- 
ine deposit receipts. 

Judge—If the compradore want- 
ed to embezzle the money, he could 
not do it ulone; someone from the 
bank had to be involved ?—Yes. 


Tsu Suspected 
At this stage, Mr. Ru took up 
| the cross-exaniination of the wit- 
ness. 

Mr. Ru-—Mr. Tsu has been with 
the Bank for about 15 years; he 
has a good record. Is he now un- 
der suspicion?—I certainly think 
that he must be the one who had 
done something wrong in the Bank. | 
I might think that he made a mis- 
:take in the first place. 

Upon being shown a stub of the 
deposit receipt issued to Myr. 
Young, Mr. Raven identified that 
the “C” deposit, meaning Call- 
Deposit, was written in Mr. Tsu’s 
writing. 

Dr. Grossman, counsel for the 
defence, than put in a question, 
“What kind of advantage would 
the compradore have in connection 
with this irregularity? H 

Raven—Huang was pressed by’ 
Mr. Kleffel in April and in May 
to draw balances from Chinese 
banks. Huang, however, was 
against it, saying that the Bank 
would lose face. When the Bank 
closed, it was discovered that the 
|compradore had no balances in 
Chinese banks. Huang would 
have, therefore, benefitted by the 
lirregularity of having additional 
cash on hand when Mr. Kleffel 
‘called for it. 

Bryan: Cross-Examines 

Mr. Raven was just getting off | 
the stand when Mr. Bryan, putting 
on a lawyer’s cloak over his over- 


coat, commenced his gruelling | ; 
cross-examination. : 
Mr. Bryan—You said “C” } 


Deposit was an unusual trans- 
‘action?—I said transfer was an 
unusual transaction. 

Mr. Bryan-—You said when Mr. 
‘Tsu came to you that you did not 
iwant to accept the 20,000 silver 
;dollars and that other banks did 
;not do it?—Yes, very true. 

Mr. Bryan—Then you did say it 
was unusual ?—-Wait a minute, Mr. 
|Bryan, don’t confuse my words; 
combining the two made an un- 
usual transaction. : 

Mr. Bryan—<Although it was an 
unusual transaction, you did not 
see fit to consult the General 
Manager?—-I was deciding the 
policy on that point. I might add 
that in the case of the Young 
‘deposit, I did it at the special re- 
quest of Mr. Huang, the compra- 
dore, and in the Epport case, I 
did go in to consult Mr. Kleffel. 

Mr. Bryan—In the other case, 
you did consult the General 
Manager; why not in the _ first 
case?—It was only unusual be- 
cause it was rare; as safe-keeping, 
it was all right. 

Mr. Bryan—But you had never 
taken in silver dollars before ?— 
No, but it was only an article put 
in safe-keeping. 

Mr, Bryan—tIn the Epport-case, 
you did consult, Mr. leffel; ‘why 
didn’t you do s0 im the Young case? 
—I did it_at the 
of the compradore, eq 

authority. with Mr. Kleffel. He 
handled all Chinese business him- 
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ex! 8 request, 
who had equal 


self. 


Mr. Bryan—So the compradore 
had equal authority with Mr. 
Kletfel?—-I took Huang’s word as 
much as Mr. Kleffel’s in the line 
of Chinese business. 

Chinese Business 
Mr, Bryan—The reason why you 


‘did not consult Mr. Kleffel in the 


Young case was_ because it was 

t; nese business 7—Yes. 

Mr. Bryan—Is there any differ- 
ence in the responsibility of the 
Bank in Chinese business and 
ala business? (Laughter)— 

°°. 

Mr. Bryan—Any other reason 
why you did not consult Mr. 
Kleffel in the Young case other 
than that it was Chinese business? 
—Absolutely not. 

Mr. Bryan—Mr. Tsu has been 
with the Bank for about 15 years; 
he has always been faithful and 
honest, as far as you know?—Yes. 

Mr. Bryan—So far as you know, 
he has never been guilty of un- 
truthfulness, and yet in this case 


you make allegations which, to say 
the least, are irregular ?—Well, on 
the face of it. His name appecrs 
on both the “C” deposit receipts. 

Mr. Bryan—Why had you not 
checked the silver in the vaults ?— 
Physical impossibility. The sum 
‘of $20,000 silver is not a small 
matter. 

_ Mr, Bryan—You did not think 
it worth investigating 7—Every 
day there are $20,000 deposits or 
more, and I did not check them. . 

Mr. Bryan-—-Wasn’t it unusual 
that you did not see fit to report 
to the General Manager?—Un- 
usual in the sense of rare, yes. 
Unusual in the form that the 
Bank never handled before, no. 

Verbal Instructions 

Mr. Tsu was then called into 
the Court for questioning. 

Judge—Who gave you the re- 
ceipt for safe-keeping?—Mr. Tai 
Feng. 

Judge—To whom did you give 
the receipt afterwards and under 
what department?—To Mr. Chen. 
There was no clear division of 
departments. 

Mr. Tsu was then asked to iden- 
tify the signatures appearing on 
the receipt in connection with the 
Young deposit. He identified the 
upper signature as that of Mr. 
Huang, and the lower one as his 
own, adding that he a signed 
the receipt after consilting 
General Manager. 

Judge—Why did you not ask 
the Geeeral Manager to initial 
the receipt?—I am too small an 
officer of the Bank to insist on 
same. 

Judge-—-Who checked the ac- 
count of the Young deposit?—A 
German officer, who is now in 
Germany. 

Mr. Kileffel was called up for 
questioning at this stage. He 
stated that the German referred 
to was a young man of 17 or 18 
years of age, just out of school 
and put into the Bank as an 
apprentice to learn the business. 
Mr. Kleffel denied that he had 


een ac 


‘sent anyone to check the safe de- 


nosit vaults in May of last year. 
Referring to ‘the duties of the 
voung German, Mr. Kleffe] men- 
tioned that the young man h 

to see that anything that came in 
for safe-keeping was to go into; 
the vaults, and when he found it, 
to be correct. he was to initial the ° 
ledger. He had initialled the en- 
try opposite the Young account 
that a “C” deposit slip had gone 
into the vaults. 


“Absolute Lie” 

Mr. Kleffel pointed out that in 
the 12 months that the young 
German had worked in the Bank, 
he had only spoken to him twice. 

Judge—Tsu said when the 
young German saw the entry in 
the Young account, he refused to 
initiai it, ‘but went to see you.— 
That is an absolute lie. 

Upon being questioned about 
the Epport account, Mr. Kleffel 
stated that if Mr. Raven had come 
to see him about it, which he 
could not recollect, he came to see 
him about the specie question and 
not about transferring the amount 
from sake-keeping account to call 
deposit. 

Questioned as to what he con- 
sidered should be referred to him, 
Mr. Kieffel replied that anything 
that any member of the_ staff 
thought was above _ his authority 
was brought for his_ signature. 
Especially, pointed out Mr. Kleffel, 
Mr. Tsu, as he now says, if he 
saw something was irregular, he 
should have brought it to me for 
signature. 

Compradore Testifies 

Mr. Dick Huang, the compra- 
dore of the Bank, was then called 
to testify. He stated that Mr. 
Young had deposited $20,000 with 
the Bank on April 8, last and 
that the money was put in call 
deposit, but ‘he took it and gave 
it to the Bank of China. He was 
asked a number of questions on 
that point. a 

Mr. Huang then said that he 
had put up $105,000 as bond to 
Bank and added that he owed 
over $110,000 to the Bank. He 
then admitted that he had signed 
the Young deposit receipt, but 
later gave it to the General 
Manager. 

Mr. Huang then stated that 
usually about $110,000 was under 
his care. He received the money 
during the day and handed it to 
the Bank at night. 

Judge—I suppose when you re- | 
ceived the $20,000 Young deposit, 


you must have paid the money 
out?—-Yes, part of it to my native 
yank under my name. Should the 
native bank have closed, I would | 
have been responsible for the 
money. = 

Mr. Kleffel then was questioned 
on the point of the compradore’s 
guarantee and pointed out that 
same was in ~S.$40,000 par! 
value American-Oriental Banking 
Corporation shares. At. the 
closure of the Bank, the compra- 
dore owed the Bank over $100,000. 

Judge—That about equals his 
guarantee? 

Mr. Kleffel—The -shares have 
no value now, with the Bank 
closed. Then there is a difference. 
One was security and the other 
was a trust fund. 7 

Judge—Mr. Raven said that at 


Si Bi aE, 
the end of April and in May, the 


Bank was badly in need of money? | 


Mr. Kleffel—-We were pressed. 
At this stage, Judge 
journed the hearing until 2 p.m. 
‘next Thursday. Mr. Kleffel was 


‘allowed to remain on $20,000" 


‘eash bail. | 


Dzien ad- 


a a 


ere eee 


ihe coos 


Haley, Prosecution Witness. | 


ogi 
May Take Raven, Brown To Jail. 
Si 2 | 


Auditor Being Considered For Job As Deputy- 
Marshal To Look After Two Bankers On 

Journey To MeNeill’s Island | 

} 


‘That Mr Cletus J. Haley, Unitedjon Saturday, ebruary 15. The twe 
States Government audilor, and|prisoners are to sail for the United 
yerhaps the snost important pro-;States on the President McKinley 
eeution witness in the recent{leaving this port on February 18. 
Raven trial, is being considered asjInasmuch as Mr. Haley is a Unites | 
he man to take custody of Frank|States Government official. and : 

| 


1. Raven and J. Warner Brown,{returning to America anyway, it is 
former American-Oriental Finance jfelt that it might be a wise move to 
Corporation officials, during their/place the prisoners in his charge 
‘rip across the Pacific to the rather than to hand them over into 
Federal Prison at MeNeill's Island.|the custody of the Captain of the 
was learned by a CHrna Press re-|ship. Under Mr. Halcy’s care, it is 
gorter yesterday afternoon. felt that the prisoners would have 

Both Raven and Brown are now|more freedom of movement on 
n Ward Road Jail, awaiting trans-|board ship and that it will not be 
jortation back to the United States|nccessary to keep them locked in 
and MeNeill'’s Island where they|their staterooms. It also will be 
will enter the ‘Federal Prison to|possible under such arrangement ic 
serve five anc two yeur sentences|provide them with gosd staterooms 
}vespectively. having been convicted! Mr. Haley came to Shanghai list 
sy Judge Milton J. Helmick in the!November for the express purpo: 
“Inited States Court for China 10jof testifving for the prosecution 
jdays ago on seven counts ef em-lagainst Messrs. Raven and Brown. 
pezziement and fraud. He was a former employee of the 

It is not yet definite as to whe-|A.O.F.C. and testified that he had 
ther Mr. Haley will be sworn in as{made a report. giving copies to both 
Deputy U. S. Marshal and given|Raven and Brown to- the effect 
sustody of the two men. U. S.|that shares purchased by customers 
Marshal Edward Faupel stated yes-}for safe-keeping should be placed 
terday that he discussed the matter in safe-keeping. The report also 
with Mr. Haley and the latter hadjpointed out that in case something 
expressed his willingness to take the should happen to the concern, 


| job. The Marshal stated that he/officials would be “wide open to legal], 


was yet undecided as to what to do action.” His report was one of the 
about the matter but would have a/strong points produced in evidence. 
definite statement to make in a day! He testified. however, that he 
or two. bore no ill-will toward either Raven 

Mr. Haley had ordinarily expectedjor Brown and that his associations 
ito leave Shanghai for San Francisco}with them had been friendly. 
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|'Raven Likely 
‘Toe Sail With 
‘Brown To U.S. 


‘Former A.O.F.C. Head 
| Not Expected To 
Drop Appeal 


Mr. Frank J. Raven, former Pre-~ 
sident of the American-Orientsal 
Finance Corporation, now in liquida- 
tien, sentenced to five years’ im- 
prisonment for embezzlement an: 
‘fraud, will, in all probability, sail 
‘for the United States and the 
|Federal prison at MeNeill’s Islan¢i, 
'Fugct Sound. on the Dollar liner 
| President McKinley. 

' This information was obtained 
;yesterday afternoon ‘after it was 
jlearnect that Mr. Raven had not 
; Withdrawn his notice of  2ppeal, 
‘and probably would not do so. It 
j Was stated Uthat inasmuch as_ bail 
jhod been denied by Judge Milton 
iJ. Helmick of the United States 
/Court for China, he would most 
{likely sait on the same boat that is 
!to take his former associate, Mr. 
: John Warner Brown, to Americn 
and the same penitentiary. Mr. 
Brown was tried in the Unite! 
Staies Court for China on the 
| same charges and sentenced = tot 
} two years’ imprisonment. 

Notices of appeal were filed by! 
Mr. C. Franklin, attommey for the 
two men, 2 week ago. At the same; 
time, motion for bail also was | 
filed. The motion was denied and} 


Jast Saturday, Mr. Brown withdrew 
his appeal. 

‘The United States Court for Chin. 
ig scheduled to leave for Canton 
on the President Hoover this 
morning. Departure was delayed 
one day owing to the late arrival 
of the Hoover in this city. The 
court is expected to return ‘o 
Shanghai in about two weeks an} 
will ‘shortly thereafter leave for! 
‘Tientsin for the trial ef Dr. John, 
Colbert. accused of having attempt-} 
ed to murder his wife by adminis- 
tering poison to her over a long 

-The two ‘principal cases to be 
heard in Canton are the Banque de! 
l'Indo-Chine vs. Paget and the 
National City Bank of New York 
vs. Hashim. The first involves thr 
complicated estate of the late Mr.; 
Charles Souders Paget, who died 
on July 26, 1933. He left no will 
and his widow applied for admin- 
istration of the estate on behalf of 
herself and her three children. 
:There ere two mortgages against 
real estate left by Mr. Paget, a-| 


of which is claimed by the Ban- 
que de lIndo-Chine. The second case}. 
concerns foreclosure of mortgage. 
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APPEAL WITHDRAWN 
BY J. W. BROWN 


Likely to Leave for U.S. on 
February 18 


John Warner Brown, who a week 
ago was sentenced to two years im- 
prisonment on McNeill’s Island by 
Judge Milton J. Helmick in the U.S. 
Court for China on seven counts of 
embezzlement and false pretences im 
connection with the transactions of 
the defunct American Oriental Fin- 
ance Corporation, yesterday with- 
drew his appeal to the Circuit Court 
of Appeals in San Francisco. : 

His move followed close on the! 
decision of Judge Helmick on Friday | 
denying bail to him and his co- 
defendant, F. J. Raven, who was | 
sentenced to five years. 

American Court officials said yes- 
terday that probably Brown would be 
sent to America on February 18 in the 
ss. President McKinley, which goes) 
to Seattle, where the Federal peni- 
tentiary is located. He is not as yet 
certain as to who will be deputed 
to make the trip with Brown to;. 


America. x 
Mr. Raven made no announcement /1 
yesterday as regards his appeal. 1 
———————————— t 
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Kleffel Cited To Tell Court 
Of $20,000 In A.O.B.C. Boxes 


German Bank Manizger 
Called Te Chinese 
Vribunal Tuesday 


Mr. J. Kleffel, former Vice-Pre- 
sident and General Manager of the 
defunct American-Oriental Banking 
Corporation. now in process of 
liquidation, has been summoned to 
appear before the First Special Dis- 
trict Court on Tuesday, February 11. 
for hearing in connection with cer- 
tain money alleged to have been 
missing from the bank 2t the tim? 
it was taken over by Mz. Frank! 
L. Hough, liquidator, last June. 

This information was obtained by 
a CHINA Press reporter yesterday 
morninz after summons had becu 
served by an offictal of the Shanz-! 
hai Municipal Police. The summons 
was issued under the Chinese 
Criminal Ccde in accordanc? with 
provisions ijn which an involved 
person can be summoned to appear 
gefore the court rather than brought 
before the tribunal on a writ of 
dstention. The present case in- 
volves a 6um of approximately 
$20.000, alleged to have been placed 
in the bank for safe-keeping pur- 
poses. 

Except for the fact that Mr. 
Frank L. Hough signed the com- 
plaint, no further. details of the 
case could be obtained. Serving of 
summons and the dhte set for 
hearing, however, were definitely 
confirmed, Mr, Kleffel, being of 
German nationality. is subject ‘to 
the jurisdiction of the First Special 
District. Court. 

Mr. Kieffel wos manager of the 
Amcerican-Oriental Bank for several 
years and is well-known in practi- 


J. Kleffel 


a minor capacity and later work- 
int up to the post of Vice-Presid- 
ent und General Manager. It is 
ntated that he lost heavily of his 
own funds when the bank closed 
its usors. 

He has resided in the Far East 
for many years, coming here fram 
Japan at the conclusion sof the 
World War where h2 had been in- 
terned in a Japanese. prison cam). 
Suring his years in the banking; 
business in Shanghai, Mr. Kleffcl 
was known as a brilliant exchange 
man and was in charge of the ex- 
change transactions of the Aimer- 
ican-Oriental Bank. 

After the bank closcd its doors 
on aa cee es a liquidator was 
appointed, ir: effel assisted the 
ea al igen Seas be Mquidator for several months. He 
Shanghai. w e- bank/is married and resides 1 nfo: 
for more than a decade, starting in|Circle. pss ek sa 
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Judge Helmick Denies Bail; 
For Raven And Brown 
| 


Considered Opinion Filed In Which The View Is, 
Expressed That The Grounds Of Appeal Will Be 
Found Unsubstantial By Higher Court 


| An Embarrassing Assignment ; 
: “Rule VI visits upon the trial 
| Judge the embarrassing and incon- 
lsistent assignment of attempting 
with neutral detachment to weigh 
his own acts in the trial and predict | 
with what degree of gravity the 
Appellate Court will look upon the 


An order denying bail to Mr. 
Frank J, Raven and Mr. J. Warner 
Brown, former heads of the now- 

}defunct American-Oriental Fin- 
ance Corporation, convicted of em- 
bezzlement and fraudulent false 
pretences and sentenced to impri- i 
jsonment for five and two years, 
respectively, in the McNeill’s || grounds of appeal. In the case of 
Island Penitentiary, was entered || United States v. Delaney, supra,/ 

hala ee by ones |detachment in making the decision jj 

Staton Cae fay aa i ates {was sought by calling in a differ- 
reas 4 , ent District Judge to pass upon 

the trial judge in the case. $ 4 f° Th ls 

‘A. considered opinion accom- the right of bail. e case re-) 
panied the decision, which is f cites: ‘We have thought it wise in 

[pone ed to the yi ted bitin \this District to lend perspective by 
conveyed to the convicted men by | escribing the assistance of a 

; ’ ; eines ‘| Judge other Tian, the oe one ee 3 
(Mr. C. S. Franklin, wee 6 the de- | sided at the trial.’ hag aed . 
bree i a soon @ Saeed tn eee is no Sener ae bate ; 
filed. ) men are c ‘ition to summo! ” 
the Ward Road Gaol, awaiting !} “The application 

transfer to the United States to |) manifestly depends upon what is ; 

a he ee ar {a substantial questing, wHich shonid 

. -,i;be determined by e ppeilate 

_ <The convicted men asked for bail] Court, or rather, what, the lal 
bape ri ae Sourt believes e Appe! 

against Sherr conviction BS ig San |i \ill believe is ‘a substantial ques- 
ere, See priate as seven || tion which should be determined 
Dyonnis for shebe appeal, but by the Appellate Court. ae ste 
at }elmick, executing what ef ee, judicial definition of the term 
et a “an “embarrassing and in-! ‘substantial aucstlons ra — Me 
consistent assignment” in evan Rule VI, but perhaps it !s on von 

eae at all the: grounds wil be 25Gb § Shure’ the euucens of 
deal id bed Court of Appeals as| the appeal and the reversal of the 
“The teal "Of Mr. Raven and Mr.! conviction. But EEN cree OF 
‘Brown lasted exactly one month, | definition may be ot oO avolveds 
from January 2 to February 3, || prophecy = ie ‘United States | 
| erelended with a finding that the |nd as was said i Co not sure- | 
iaccused had embezzled fully-paid || V. Peet ihe madetion of the judi- 
iSecurities belonging to clients of ||ly predic liste or, otherwise, 
| the ‘American-Oriental | Finance || cial mind, jean. Se a legal ques- 

Corporation by pledging them in to the appt hood of success on 

la margin account with E. A. Pierce 4 tion.’ If eee meet tee hie 
|and Company, ‘San Francisco. in-j] apes of the opinion there is no 
ares of holding them in safekeep- | Cov'tantial question’ involved ia 

"Pull Text Of Opinion j'the appeal of heir »* Aginiatiios 

\ The full text of Judge Helmick’s sitions ert of this Court to 
opinion regarding the bail applica- prejudge the merits of the appeal 
or this is nar pientiet by defend-|j#"d to assume op meaaeel Court 
ants to be admitted to bail pend- will certain Resa or" 

ing appeal from their conviction j és Grounds 
and sentence in this Darth Ely ged lags: oe is 
i il i ni o. |i pea : J 

[eighe of ball is governed by No;|/erl Siac appellants wore denied 2 

Supreme Court of the Unitedi) , Bi By, Jury. its’ request for 

States, effective Ba tember 1, 1934, | ola apelings of fact and con: 
vhi . Ows: fused. 

which reads *Gefendast shall not be}; clusions of law were retus 

i admitted to bail pending an appeal 

| from a judgment of conviction save 
ns follows: Bail may be granted hy 
the trial judge or by the appellate | 
court, or, where the appellate court 
is not in session, by any judge there- 
of or by the circuit justice. Bai} 4 
shall not be allowed pending appeal |; 
unless it appears that the appeal ‘ 
involves a substantial question which | | 
should be determined by the appel- 5.—T u 

a - 7 t 

“Rule Vi is so new that it has se oe charges made ai 
received only meagre discussion | the prosecution was denied. © 
and construction by the United 6.—That the motion in arrest of, 

States Courts, and ire far ,as — judgment was denied. 

Court can discover there are only 

two reported cases dealing with the trial court thes en 
it. The first is Kittrell v. U.S.A. |: were guilty | of 6. nr fo, 
(C.C.A. 10), 76 Fed. II, 333, which | charged an ay Satie pede h4 
affords no assistance because the}. _ 2 i pees ‘and the weight of 

Appellate Court virtually decided ; mee Scoees 
the merits of the appeal in deny- edt) 
ing bail. -The second case _- is 
United States v. Delaney, 8 Fed. 
Suppl. 224, which. is a scholarly 
ant entertaining opinion by # U.S.: 
District Judge of New Jersey, deal- 
ing in rather philosophical sand 
non-legalistic fashion with the! 
policy of denying appeal bail after: 

jeonviction, _ aes *eerece is 


oo 
\ 
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diction of 
therefore the | 

. jurisdiction to try appellants. 
4.—That the trial. court .com:nitted 
"error in various ru 


‘ 


of Rule VI-| 


fF defendants’ ap- 


he. cou of the .trial]. 
on tes t tae the admission |; 


%.—That the verdict or findings of }. 


| “The 2nd, 5th. 6th, and 7th are 
purely formal, The 4th is without 
| substance because only a few rul- 
‘ings of a trivial nature wer: made 
on objections to evidence during 
tKhe trial, and these were not un- 
favoureble to the defendants. The 
3rd ground surely has no merit, 


formation on which’ defendants 
were convicted. The bald state- 
ment of the first ground on paper 
doubtless appears ‘substantial’ to 
ithe uninformed, hut those familiar 
with this jurisdiction know that 
during 90 years of American ex- 
jexcise of extraterritorial rights in 
China, including the last 30 years 
during which this Court has been 
in existence, no person accused of 
crime has ever been accorded a 
jury trial. 
A Settled Policy 

| “This settled policy, confirmed 
Iby the decision of the Supreme 
{Court of the United States in the 
jease of In re. Ross, in 1891, has 
lecome to be taken so much for 
granted that the demand of de- 
fendants. for a jury trial struck 
jeveryvone as an _ extraordinary 
{novelty. A number of convictions of 
this Court have been reviewed on 
appeal by the Ninth Circuit Court 
of Appeals without -comment by 
that Court on the leck of a jury. 
It is possible that this question, 
which appears so unsubstantial to 
us in China who are so familar 
with the uniqueness of this juris- 


diction, may appear substantial te: 


the Appellate Court at home, but 
this Court ventures to forecast, 
not merely to guess, that the Ap- 
pellate Court will not overturn the 
long-sanctioned and hitherto un- 
challenged procedure of _ this 
jurisdiction. If this prediction 
turns out a mistake it will be a 
very bad mistake indeed, but the 
risk must be taken unless the 
Court abdicates the duty imposed 
upon it by the letter and the spirit 
of Rule VI. 

“Bail will be denied and it is so 
ordered.” ne 


fe BLO, 


and in any event could not apply) 
to ali of the counts of the In-: 


i 
: 
H 
| 
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|NO DECISION YET ON 
RAVEN-BROWN BAIL 


U.S. Court Leaving For 
Canton Next Week; 
Tientsin Later 


No decision hag yet been made 
by Judge Milton J, Helmick on che 
niotion for bail, pending appeal, 
which was submiiied to the Unit- 
ed States Court for China by Mr. 
Frank J. Raven and Mr. J. Waracr 
Brown, who were senteuced on 
Monday to Sve and two years’ im- 
prisonment, respectively, following 
their conviction on cnarges cf em- 
bezzlener:. and fruudulent false 
pretences. Judge Helmick was ex- 
pected to deal with the motion yes- 
terday, but no action had been 
taken by the time the Couit offi- 
ech closed dow:: for the day. 

Having disposed of the Raven-; 
Brown trial, Judge Helmick plans. 
to leave for Canton carly next! 
week to conduct a session of the 
U.S. Court for China in that city, | 
where one or two civil cases await 
hevring. a 

Judge Helmick will sail on the 
s.s. President Hoover, which is 
due to Icave next Tuesday. He will 
be accompanied by Mr. Willicm T. 
Ccllins, Clerk of tke Court, Miss 
Helen Wiley, Court Reporter, Mr. 
Zee Yang-ling, Court I:tcrpreter, 
and Mrs. Helmick. 

Tientsin After Canton 

The Court session in Canton is 
expected to Iast only a few days|- 
and when the Judge and officials 

‘}return to Shanghai they are e¢x- 
pected to proceed, within a few 
days, to Tientsin, for the trial of 
Dr. John Colbert, the well-known 
medical man who is charged with 
attempting to murder his wife by 
giving her poison, 

On the way back to Shanghai 
from Tientsin, the Court may stop 
xt Hankow for a session, in order 
to dispose of the case of Eugene 
ei Fg oo - otg 8 
charge y the U.S. District At- 

<SJ. 6704 4 torney, on ‘the complaint of the 
Chinese. authorities, with attempt- 
ing to libcrate Joseph ‘Walden, 
otherwisé Mr.-“X,” from his pri- 
son cell in Wuchang, where he is 
serving a 15-year sentence for 
mili and political espionage. . 

Dr.- Colbert and Messrs. Brinson 
and Lemcke are ‘st liberty, on bail. 
H ————— se o———_—_—- 
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Raven, Brown File Notices 
Of Appeal, Ask For Bail - 


Convicted Men Set Forth Seven Grounds For The: 
Reversal Of Judgment; Verdict Declared To 
Be Against The Weight Of Evidence 


A motion for the release on bail 3.—That the acts with which; 
of Frank J. Raven and J. Warner: they were charged were not com- | 
Brown, now locked up in Ward mitted within the jurisdiction of 
Road Gaol following their convic-|the tria] court and therefore the 
a drag argon fires Oe pein cco unG had no jurisdiction to; 

ment and fraudulent false jtry them. i 
pretences, was submitted _to the} 4A—That. the trial court commit- | 
United States Court for China yes-| ted error in varieus rulings made | 
terday by Mr. Richard T. Evans 'during the course of the trial with, 
Oe ssia oi ht te ad beeing to rhe admission and ex-' 

bs ed men, {clusion of evidence. H 

and will be decided this morning| 5-—That the motion to dismi : 
s ¥ 5.—Thi . eS »9 dismiss 
ee A ada by Judge Milton J.ithe charges, made at the conclusion | 
mee ee ee hes “ a for the POPE 

; ime, ees 4P-iwas denied. 

Bethe ae Soca Eo The Getta ee ee oR Oy 
ants through their attorneys. Bail Fe he the pees or findings | 
is being sought pending the hear- 1 4 rel ae eat 
ine oF the BbbOM by Wie Chonltlc, dre ocplenee Gat ue ecient oF 
Court of Appeals in San Francisco, | the Be Go ee dndhthe -weigbu'ok 
“ ; ns! owl * 
tit tho. prea tnvelves subetan|ptagi'ts Wasik fo" tel, pending 
n ‘ q rgd : y e Court, ei; 
es eg eg ch spend be de- convicted men still have recourse 
sett arc 7 the ch ty a apps jn ito the appellate court. Should the, 
aie Rave ee saa ate as j bail application finally fail, how-; 
| ears? imprisonment in “the” ih hae ae Pes ig vege ey a | Pg 

A n 3 : e sent from here on the firs m-' 
ig Island Peni LOnUaLy while |erican vessel bound for Seattle, to} 
Tike Boer er itetlon Nhe. cane commence serving their sentences.’ 

a ie -} 
victed men set forth the Zollowing | 
grounds for the setting aside of 
their conviction and sentence: 

Grounds Of Appeal 
1.—That they were denicd a trial 
by_ jury. : ‘ 
2.—That, their request for special 
findings of fact and conclusions of 


law was refused. 
— 


fe 


sym 


a 


To Prison 


i 


Federal Penitentiary 


Motion For Arrest 


Warner Brown, were passed 
the United States Court for 


American-Oriental Finance 


crashed. 

The convicted men spent the 
week-end in cells at the Ward 
Road Gaol and were brought to 
Court yesterday morning to hear 
their . sentences. Thereafter, they 
were returned to the gaol and it 
is expected that they will be sent | 
from here to MecNeil’s Island 
Penitentiary to serve their 
sentences about the middle of this 
month, 


Arrest Motion Denied — 

A motion for arrest of -judg- 
ment as regards both Mr. Raven 
and Mr. Brown was sub- 
mitted to the Court by 
defence counsel and denied by 
Judge Helmick before passing of 
sentence, the defence thereafter 
noting an exception to this ruling. 
Grounds submitted for the motion 
were as follows: 

1.—That the Court denied the 
defendants a trial by jury. 

2.—That the Court refused the 
request of the defendants to make 


clusions of law. 


record and transcript of evidence 
‘in the case that the acts with 
which the defendants were charged 
were not committed within the 
jurisdiction of the United States 
Court for China and that therefore 
the Court had “no jurtSdiction to 
try the defendants or either of 
them. 


A Cause Celebre 
With the passing of sentence 
yesterday morning, “‘finis” was 
written to a trial which had long 
since become a cause ctlebre. The 


substance of the charges on which | 


the two men were convicted was 
that they took clients’ fully-paid 
securities, which should have been 
held in safekeeping, and pledged 
them to E. A. Pierce and Company 


Jof San Francise. as margin for 


the trading 
A.-0.F.C. 
Although the last act in this 
protracted legal drama had been 
robbed of much of its sensational. 
‘ism because of the fact that con, 
victions had already. been recorded, 
thus making sentence inevitable, a 
crowd even larger than previous 
‘|}days gathered to witness the last 
proceedings. Long before 10 
o'clock, when the session was due 
to commence, the courtroom was 
filled and the entrance’ jammed. 
with between 30 and 40 people. 
Mr, Raven and Mr. Brown were 
brought to ‘Court _under escort of 


activities of the 


Sentences of five years’ 
Mr. Frank J. Raven and two years in the case of Mr. J.: 


wing ‘their conviction last Saturday on seven counts of; 
embezzlement and fraudulent false pretences, of which they 
were found guilty in their capacities as President, and Vice- 
President and Manager,. respectively, of. the .now-defunct 


doors on May 23 last year when all the Raven enterprises | 


special findings of fact and con-j 


3.—That it appears from the | 


‘| |he never mentioned to me paid-up 


U.S. Court Gives Raven Five Years And Brown Two, | 
To Be Served On MeNeil’s Island, Seattle; | 


Of Judgment Denied 


CONVICTED MEN LIKELY TO APPEAL; BUT; 
REMOVAL TO U.S. EXPECTED SOON 


imprisonment in the case of | 


by Judge Milton J. Helmick inj 
China yesterday morning, fol-; 


Corporation, which closed” its 


two uniformed members of the 
Shanghai Municipal Police and 
took their customary places in the 
courtroom a few minutes before 
the Judge entered. 
Convicted Men Nervous 

Mr. Brown was the first to 
enter. He came alone and sat down, 
the cynosure of all eyes, until Mr. 
Raven entered a moment or two 
jater. Both men were obviously | 
wrought up and nervous. : 

Having left for Tientsin on 
Saturday, Mr. Richard T, Evans, 
counsel for Mr. Raven, was Con- 
spicuous by his absence. Mr. C. S. 
Franklin, attorney for Mr. Brown, | 
was, however, present. 1 

Judge Helmick entered at 10] 
a.m., took his seat on the Bench, 
and after denying the motion for | 
arrest of judgment, addressed him- ; 
self to Mr. Raven: “Frank J. 
Raven, do you have anything to 
say why the sentence of this Court . 


should not be passed upon you?” |° 


Visibly trembling, his hands 
clutching two sheets of paper, one. 
pencilled, the other tynewritten, 
Mr. Raven, who had risen to his 
feet at the Judge’s command, 
commenced to read a_ state- 
ment. 

Raven Makes Statement 
-“Your Honour,” he began, “I 
was advised by my attorney, be-. 
cause of the precarious state of 
my health, not to take the witness- 


}stand. I wish to make a statement, 
With your permission, I will read 
it, It will only take a few minutes.” 

Pausing momentarily from time 
to time to make out his handwrit- 
ing. Mr. Raven said: 

“J have been convicted on _the 
testimony of Mr. Rosse and “ar. 
Brown and on the evidence contain- 
ed in the Haley report amd the 
Cocquelet report. 

“Mr. Rosse had been discharged 
‘by me for incompetency when his 
‘highly paid services were no longer 
‘useful to the company (American- 
! Oriental Finance Corporaticn), lt 
‘was done in the best interests of 
the company and the shareholders, 
‘but Mr. Rosse has borne malice 
jtowards me ever since. He never 
| mentioned to me once in any con- 
Iversation the subject of paid-up 
.|shares in the margin account, Mr. 
a conversations with me 
|} were always confined to Mr. Rosse 
'tand his relation to the company. 
I am positive and know full well 


'|shares in the margin account—not 
|! tance. 


Fe car ta A, SS Se 


“ 
‘ 


Ki I | Leerene he had conversations with 
erms re A 1} |me on paid-up shares, but he | 
| 


Criticizes Brown Testimony | 
“In Mr. Brown's testimony, dur- 
ing the first four days, he was in-; 
clined to be truthful. He said she | 


vouldn’t »emember a single time oz 
place or conversation, for the very 
simple reason that there weren't: 
any. He maintained that attitude | 
through four days of cruel, gruel-' 
ling cross-examination by  thej 
prosecution. On the last day, he! 


broke down completely, so dazed! 
and muddled he didn’t know what | 
he was saying, and he agreed to! 
anything and everything the 
prosecution said, regardless of fact 
or truth. 

“After working with Mr. Brown 
for over 12 years, I say he is a 
man of average ability, funda- 
mentally and basically honest. 
You couldn’t hire him or pay him | 
to do ‘a deed he considered dis- | 
honest. He has made many mis- 
takes. 
| “If Mr. Brown will tell you the 
Itruth’ ‘hig ‘mprning before you 
ipronounce sentence, he will say 
that under cruel !cross-examina- 
ition kfst Friday he made mis- 
statements. He will say that he 
never showed me the Cocquelet 
report. It was never shown me 
by anyone. I have never seen it. } 
He will tell you he can’t remem- 
ber discussing the Haley report 
jwith me, for he never did. 
| “The Haley report was made at 
.'a time when I was slowly recover- 
‘ing from an almost fatal illness. 
ly aidn’t read it, I initialled it and 
-{filed it for future reference. Haley 
»tadmitted under oath that he never 
discussed the report with me. 
>}Brown never did either, and I 
[hope he will have the courage to 
-jtell the truth to-day. All I ask 
tjis the truth. 

Declares Innocence 

“If you convict me on the two 
- reports I never read and the evi- 
\dence of these two witnesses, 
which I know and they know to 
ibe untrue, you will be sending me, 
an innocent man, to the peniten- 
* tiary. ag 
“Your Honour, I have nothing 
-|further to say except that I have 
‘never knowingly or intentionally 
committed any of the breaches of 
the law of which I have been 
:accused, This is the whole truth.” 
| When the statement had been 
read, Judge Helmick pronounced , 
isentences on Mr, Raven of five.) 
| ears each on Counts 2, 7, 10, 13 | 
jand 15. and three years each on 
;Counts 4 and 5, the sentences to 
{run concurrently and to be served 
in the United States Federal Peni- 
{tentiary on MeNeil’s Island in 
Puget Sound, near Seattle, Wash 
ington, or any other penitentiary 
which may be designated by the 
United States District Attorney. 

Brown Sentenced 4 

The Judge then commanded Mr. 
Brown to rise and asked whether 
‘he had anything to say why sen- | 
tence should not be passed upon}! 
j him. 

Facing the Judge calmly, with |, 
jhead erect, Mr. Brown replied 
ifirmly: “I have nothing to say.” 
i} The convicted man then 
given sentences of two years on 
each of the seven counts on which 
he and Mr. Raven were found; 
guilty, the sentences to run con- 
currently and to be served also on 
iMcNeil’s Island. 

After this, the Court adjourned 
and Messrs. Raven and Brown 
were escorted back to gaol, Mr.! 
C. S. Franklin indicated to press} 
reporters that an appeal wolld! 
certainly be made against Mr.: 
Raven’s conviction, but wag non- 
jcommital in regard to Mr. Brown. 
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Question Of Bail 

Noting of apneal paves the way 
for a bail apVication, which, it 
; was learned, would be dealt with, 
if and when made, in the Judge’s 
Chambers. Consideration of 
‘applications for bail will be made 
funder a United States Supreme 
;Court rule of March 8, 1934, 
; which provides that “a defendant 
;shall not be admitted to bail pend- 
‘ing appeal from conviction save 
as follows: bail may be granted 
iby the trial judge or by the appel- 
jlate court, but bail shall not be 
allowed pending appeal unless it 
jappears that the appeal involves 
/a substantial questien which should 
ibe determined by the appellate 
court.” 

Mr. C. C. Curtis of the San 
Francisco office of E. A. Pierce 
and Company, and Mr. C. J. 
Haley, A.-C.F.C, official, who were 
brought here by the prosecution 
:last November 18 to testify against 
jthe two defendants, will return 
to the United States by the s.s. 
President Taft on February 15, 
it was learned yesterday. 

It_is considered ‘possible that 
Mr. Raven and Mr. Brown, unless 
meanwhile admitted to bail, will 
be shipped off to McNeil’s Island 
on the same vessel. 
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U.S. Court F 
| And Brown 


hy es eed we 


By Judge Helmick: W 
As Defendants Are 


SENTENCE TO BE PAS 


Tense And Crowded Courtroom Listens To Verdict 


inds Raven 

Both Guilty : 

Of Embezzlement, Fraud: 
omen Break Into Tears ’s 

Escorted To Prison y 

SED ON FORMER HEAD >- 

OF THE A.-0.F.C. TO-MORROW MORNING — 


“The Government, with . meticulous, painstaking and ES 


thorcush completeness, has 


law in support of the Information. 


presented both evidence and, 


Ss. 


From all the evidence, ar 


the Court is convinced beyond a reasonable doubt of the :n 


guilt of these defendants. 


The Court 


finds the defendants ¥ 


Frank Jay Raven and John Warner Brown guilty in the ¢ 
manner and form as charged in counts 2, 4, 5, 7, 10, 18 and 1. 


15 of the Information.” 


These words, pronounced by Judge Milton J. Helmick 2 


in the United States Court 


for China yesterday morning, 


convicted Messrs. Raven and Brown, President and Vice- 


President, respectively. of 


the now defunct American- 


Oriental. Finance Corporation, on charges of embezzlement 
and fraudulent false pretences and brought to a conclusion 


the most long-drawn-out .and in all respects 


the Court’s 


most notable 


trial in history. Row ; 
Immediately | they had been |i the Pilavon’ enterprises looked | 
uttered, the Judge ordered the veithes: to Tight ‘nor lefé, but | 


defendants to be handed over to 
the custody of the United States: 
Marshal. They are now lodged in, 
the Ward Road Gaol and will be! 
brought before the Court for | 
sentence at 10 o'clock to-morrow 
morning. | 
: Courtroom Scene 

Public interest in the trial hav- | 
‘ing been keyed to a high pitch= 
fever since proceedings commenced 
(on January 3, it was a keenly’ 
} expectant courtroom 
‘which gathered yesterday morning 
‘to hear the -verdict, Spectators 
ibegan arriving as early as 9 a.m. | 
| although the Court was not due 
'to open until 10, By 9.45, every 
iavailable seat was taken and late- 


}comers were obliged to hold tenaci- ° 


tously to standing-room places just. 
outside the courtroom door, 


Many prominent local business 
men were present and a number of 
| fashionably-dressed women, Some: 
:of these were former business’ 
associates or friends of the de- 
fendants, 


| In_ contrast to proceedings on 
| previous days, when the courtroom 
buzzed with conversation before: 
sessions commenced, there was an'' 
almost audible hush which reflect-j; 
ed the gravity of the occasion. i 

As the hands of the clock moved! 
relentlessly towards the hour of, 
10, Mr. ‘arner Brown entered! 
alone and.took his seat silently: 
behind the table reserved for the): 
defence attorneys. His face:. 
eloquently betrayed the nervous |. 
tension to which the trial had: 
subjected him, brat he managed to, 
convey a flickering ‘smile to: 
friends and acquaintances i 


No Greeting Exchanged 


Mr. Raven atrode in shortly! 
afterwards and took a seat beside . 
Mr. Brown, byt no greeting of any). 
kind was! exchanged between. theg 
two men whose-fate was hangihg; 
‘ (Continued: on. 


ig a ae a a 


audience 4 


Page 6, Col...8.) ¥\dasa' 


gazed straight ahead at the vacant | 
Judge’s bench. He was evidently | 
straining to maintain the esm=/ 
j bosure which he managed to; 
display throughout the trial, but) 
nervously clasped and unelas ged | 
his hands, 7 | 

With but two minutes tv £0; 
before 10 o’clock, Dr. George! 
Sellctt, Special Assistant District; 
Attorney, who conducted the case! 
for the Government, entered and: 
took his seat. He was closely! 
followed by his assistant, Dr i 
HaroJd Nelson, by Mr. Richard T.! 
Evans, covnse: for Mr. Raven, and | 
Mr. C. S. Franklin, counsel for Mr. 
Lrewn . | 

At the Precs table, in addition 
to local newspaper reporte s, | 
there were present representatives | 
uf two of the big press associa- 
tions, on hand to hear the verdict 


and flash it to all corners of the 
earth where th2 outcome of the 
trial is of interest. : 


- 


ul 


Promptly at 10 o’clock the door | 


connceting the courtroom with the 
Judge’s Chambers .was opened by 
the usher. Judge [elmick entered 
with judicial solemnity and took 
his sect on the Bench as the | 
Assistant U. S. Marshal proclaim-; 
ed the familiar words: 


United States Court for China is 
tow in session!” — 

Intense Silence For Verdict 

An intense’ silence preceded the 
Judge’s first bg hie Eyes moved 
vestlessly from Judge to derendants 
and back again. Mr. Raven and 
Mr. Brown visibly tensed them- 
relv 
leaned forward: to catch what was 


“Hear ve! 
hear ye, hear ye, the = 


in their seats, Everyone |. 


ssid. a : 
“The Court has decided. that it 


will make no filing of special 
findings of fact or conclusion of 
law.” These were the Judge’s 
first w 
tion’ 


oe 


rds, answering an applica- | 
2 defence counsel the |: 


cere 


OES URI LISSTSS Key 
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Judge Helmick added thatthe 
defendants would be hande 
immediately to the custody of the | 
United States Marshal and 
brought up for sentence on Mon- 
day morning, 


Judgment Arrest. Sought 


Mr. Evans was instantly on his 
feet to ask for an arrest of judg- 
ment in the case of Mr. Raven, 
on the ground that the Court had | 
‘failed to make special findings of ; 
fact or conclusions of law. To 
this, Judge Ielmick countered 
with the statement that any such 
applicaticn would have to be sub-' 
mittted to the Court in writing. | 
Mr. Evans concurred, declarins 
that he had made the verbs! ap- 
plication first because such ap-! 
plications were requircd t» be: 
made immediately after judgment, 

Again the Assistant Marshal’s ; 
voice rang out, Judge Helimick | 
i 


Then came the verdict, fo which’ 

| 

i 

{ i 
| | 
H 


left the Bench and retired to his 
Chambers and the courtroom in-! 
stantly became intensely alive with | 
excitement. The whole of the | 
proceedings had occupied less than 
five minutes, | 

As the crowded audience began! 
streaming from the courtroom, Mr. ! 
Raven and Mr. Brown were shep- 
herded through the throng to 
the office of the United States Mar- 
shal, where an order for their com- 
mital to Ward Road Gaol was 
made out. i 

Women In Tears 

Several women broke down in 
tears as ffe defendants passed! 
along the corridors, faces blanched 
but grimly set. Several advanced 
and gave Mr. Raven a warm hand- 
clasp. Mr. Brown, however, appear- 
ed to enjoy fewer friendships and 
walked forlornly to the Marshal’s! 
office. ' 

Their bail of U.S. $10,000 each, 
having been automatically sus-| 
pended by the verdict, the question ' 
of release on bond will not be} 
raised again until sentence is 
passed and an appeal, if any, not- 
ed, it was learned in the office of | 
the U.S. Marshal. Accordingly, a! 
warrant of committal to Ward; 
Road Gaol was made out and the 
convicted were taken thither via 


Ce.trat tolice Station on Foo- 
chow Road, where further records 
had to be completed. * 

Mr. Raven was heard to request 
that he be allowed to see -his 
brother, Mr. Charles Raven, before 
lodgment jn gaol, but it is not 
known whether he was given this. 
opportunity. 

Raven To Appzal 
. Approached on the cuestion’ of: 
appeal,’Mr. Richard T. Evans, Mv:' 
Raven’s attorney, said definitely ; 
that his client would ° appeal | 
against the decision of the Court, ; 
but no definite statement: could be; 
obtuined from Mr. C. S. Franklin | 
as to whether his client, Mr. Warn- 
er Brown, would appeal. 

The ‘defendants were ‘convicted: 
:on sevén of the 16 counts Nsted in 


i 


! the Information filed against them 


the District Attorney. The 


by 


ty}. 


‘first of these convicting counts 


ants with the embezzlement of 
U.S. $11,533 frem Mr. Lucien 
Cinuds Marie Basset, a local ex- 
change broker. This sum_ re- 
presented the proceeds of a draft 
which Mr, Basset gave to the A.- 
O.F.C. for the purchase of 100 


shares of American Telephone andj 


Telegraph Company stock on 
December 18, 1933. 

The second count (No. 
leharged that they ‘“feloniously 
jand with intent to defraud” Mr. 
Basset, falsely represented to him 
‘that they had, on December 16, 
+1933, purchased this stock for him, 
whereas in fact they had not done 
130. ’ 
: Bzsset Defrauded 


In the third count (count No. 5); 


the defendants were charged with 
defrauding Mr. Basset by  re- 
presenting to him that they had 
purchased and sold certain stocks 
ofor him, thereby inducing him, in 
consequence, to remit U.S. $10,000 
to FE. A. Pierce and Company, San 
Francisco agents of tke A.-O.F.C., 
e* hich sum was to be used to estab- 


4)! 


lish for Mr. Basset 
| purchase transactions. 


bezzling U.S. $507.60 paid to the! 


‘ard for the purchase of 50 shares | 
‘of Douglas Aircraft stock. 

The tifth count (count No. 10) 
(charged the embezzlement of Sh. 
1 $1,225.07, paid to the A.-U.F.C. by 
Mr. Gordon Yates for the purchase 
lof certain shares. 

The sixth count (count No. 13 
charged the embezzlement from 
iMr. C.R. Jones of Sh. $549.18. Mr. 
|Jones, it was set out, paid this 
‘sum to the A.-O.F.C. fer the pur- 
‘chase cf Electric Bond And Share 
stock, 
| Last Convicting Count 
The final convicting count (count 
| No. 15) charged - the em- 
(bezzlement of divers shares de- 
‘livered by Stanley G. Kirkland to 
ithe A.-O.F.C. 

In the Information as filed, 16! 
‘counts were set out, but for 


trans- | 


two or three counts on cach 


wets 


ee 


of a negotiable instrument 


ers to the A.-O.F.C, for stock pur- 
chases), theft of this negotiable in- 


strument, and embezzlement of its 


proceeds, Legally, however, con- 
viction was possible on only on: 
count for each transaction. 

There was thus conviction on one 
count for cach transaction set out 
in the Information. Tre seven 
count§ on which conviction was ob- 
tained were those especially stress 
ed by Dr. George Sellett in his 
argument before the Court at the 
conclusion of the trial. 

Government's Case 

As regards all the embezzlement 
charges congaening cheques and 
drafts, the ernment contended 
that clients of the A.-O.F.C. hand- 
ed their money to that concern to 
buy outright certain 


technical legal reasons there were|not bought (save in part, on mar-| enterprises 


gin), while the proceeds of the 


additional | actions referred to in the Informa- | clients’ cheques were placed in th 
(count No. 2) charged the defend-! credit with the A.-O.F.C. for stock |tion, except in cases where false! general bank 
pretenses were charged. In several! poration. 
The fourth count (count No. 7);of the transactions, for cxample, 
charged the defendants with em-;there“were counts of checks oh ra was alleged to have cntrua- 
the 
A.-O.F.C. by Mr. Edward P. Wow- {cheque or draft handed by custom- 


accounts of the c&- 
i 
in the Wirkland trensaction, tks 


ed certain shares of stock to @: 
A.-O.F.C, for safekeeping, but 
!bezzlement was committed by pigr 
jing these shares in the A.-O.F, 
margin account with Pierce 
Company, thereby pledging tht; 
, for the corporation’s own indebtdé- 
}ness. > ot 
| The two counts of false pretenced 
j(fvaud) alleged thet the A.-O.P.G. 
obtained money from Mr. Basset 
by inisrepresenting to him thal 
smares which he had previousty 
ordered had been purchased and 
paid for in fuJl and placed in safe: 
keeping for him, whereas in facet 
they had not been paid for in fut 
and were in the margin account 
with Pierce and Company. 3 
The indictment of Mr. Raven 
and Mr. Brown arose from the co’ 


| 
| 


Mr. 


by 
tHough, the Liquidator. 
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Judge Helmick To Give 
Verdict In Raven Case 
At 10 O’Clock To-day) — 


Trial Closed Yesterday Afternoon After Delivery 
Of Speeches By Dr. Sellett And The Defence; 
District Attorney’s Scathing Remarks 


FRANKLIN DESCRIBES HIS CLIENT AS THE 
WORLD’S MOST HOPELESS WITNESS 


A verdict is expected to be delivered this morning in; 
Frank Jay Raven and Mr. J. Warner Brown, 
for China with embezzlement, 


theft and fraud in connection with shares held for clients 
in the now defunct American-Oriental Finance Corporation. 
Argument concluded late yesterday afternoon after a 
day devoted to summing-up by Dr. George Sellett, Assistant 
US. District Attorney, and Messrs. Richard T. Evans and 
Cornell §. Franklin for the defence. While defence attorneys 
pleaded the lack of intent on the part of their clients to 
embezzle funds belonging to clients, the prosecution lashed 
botl, men as “adopting every conceivable dishonest and dis- 
reputable practice imaginable” in the operation of their 
business ; 2 oe 5 ‘ 
‘ feo f . ne Out of the charges in the Kirk- 
i What. was prokakly the outrtand- land case, embezzlement of shares 
ing highlight cf the day’s proczed- land larcenv of shares, the Govern- 
ings was provided by Mr. C. S iment held the defendants were 
Franklin, represcnving Mr. J. leuilty of the first charge 
Warner Brown, who, at the very || s 
cpening of his speech, took the|) In the Howard case of three 
remarkable course of describing counts, the defendants were guilty 
his own client as “the world’s lof embezzlement of the proceeds. 
poorest, most fecble and most In the Jones and Yates cases, 
hopeless witness.” P leach of three counts, the defend- 
With crowds jamming the cor-jiants were both guilty of embezzle- 
ridors so dtnscly that court at-fment of the proceeds of the 
tendants had literatly to fight their} cheques. 
ay into the cou.troom, the last 
sessions of the dramatic crse open- 


the case of Mr. 
charged in the U.S. Court 


Raven’s Position 


oe to 4 rola Bac abl of 
ed at 10 a.m. with excitement at[the, position o ot lefendants 
its height. Mr. Raven walked in, with regard to the defunct com- 
his customary ercet self, and sat | Pant: Dr. Sellett continued: 
down, Mr. Brown followed, There The evidence shows that Raven | 
was no exchange of greeting be-|j “85 president of the A.-O.F.C. at 
tween them nnd they did not speak all times material to this action. 
once during the long and biting | Brown. was a director and manager 
ad@ress by ihe Assistant District from as early as 1930. Then and 
Attorney. at all times these men had powers 
On behalf of both counse] for the |f attorney to act and deal with 
defence, Mr. C. S. Franklin hand- all business of the corporation as 
ed to the court ao petition asking they saw fit. 
for special findings of fact and “We may anticipate thai the 
conclusions of law, upon which }idefence will argue that Raven did 
Judge Helmick said he would rule |jnot know what transpired, that all 
later. these things took place without 
Dr. Sellett was immediately on| his knowledge and consent. As to 
-his feet, fingering a pencil as he} Brown the evidence is of such a{’ ‘ 
opened his deliberate and csrefully| character that it will not avail j 
_emunciated addrczs. ” | him to make use of this plea. e 
- “When these proceedings open While much of his testimony must 
‘four weeks. ago to-day,” he said, 
“the Goverment promised that it 
‘would prove. certain facts as to 
criminality in this ease, It would 
be impossible for us to outline 
even in. brief form the evidence ae | 
Which has been presented in court, “sy ? 43 
but £_dé wae review it in a very } pe , 
ances: spi = 3} A eto ta eat , ve all 
Ee. “Wpplicalf’ to jthe caze at}! oy af 
‘. Eee eee |: 
The infomation, ._ Dr. * Seliete |: sf | 
f i of [i f 


716 counts | of | 


both. defendants were guilty. 
There were five charges in the 


ee 


Verdict In 


Raven Case 


Expected To-day 


(Continued from 


be disbelicved, the commonsense 
view compels belief in some of his 
admissions, that he had full knowl- 
edge of what was going on, 

“phere is no evidence in the 
record whatsoever,” Dr. Sellett de- 
clared, his voice rising as he ges- 
tured foréibly, ‘not in the whole 
of this voluminots record, that 
Raven did not have a complete 
knowledge of whac was going on. 
He was president of the corpora- 
tion (here Dr, Sellet: produced the 
bye-laws of the corporation to 
read out the powers of the pres- 
ident), the cnief executive. He was 
empowered to conduct the general 
ective business, to execute all 
agreements, he was in general 
supervision and direciion of the 
other officers and it was his duty 
to see that their work was being 
carried out properly. 

“Not One Scintilla” 

“There is not in the whole of 
the record one scintill:. of evidence 
that Raven was not cognizant o 
the entire situation of the com- 
pany. ‘There are only innuendoes 
in the form of questicns asked in 
cross-examinaiion by the defence 
counsél of witnesses, 

“Tn 1929 he personally went to 
America and arranged with E. A. 
Pierce and Company for the be- 
of his stock brokerage 


ginning 

business. On March 7, 1930, the 
first transaction took place. Mi. 
Brown then goes to the United 


States—it had alegady been plann- 
ed that he would maenzge the com- 
pany—and after he had been 
there two weeks attending the 
office of Pierce and Company he 
writes a letter, May 18, i938, to 
Mr, Raven dealing with the matter 
of fully-paid shyres as ‘highly 
important and involving consider- 
able legal liability.’ This lester is 
initialled by Raven and it is in- 
cscapable that he did nct know: in 
June, 1930, that the matter of 
fully-paid shaves was something 
important and that tne legal liab- 
ility was cons:derabte. 

“On November 18, 1932, Mr. 
Cocquelet makes a report to Mr. 


Brown, Mr. Brown asked tor it, 
saying he wanted to show it to 
Raven. It sets forth that there 


were then 50 clients whose shares 
were fully paid for to an amount 
of U.S, $58,000. The report sets 
out that there would be « loss of 
U.S. $835,000 sustained by the 
A.-O.F.C. if the accounts should be 
sold out then. 
Pledging Clients’ Money 

“At that time in the R. ‘f, Co. 
101-I1-1 account (Raven’s) there 
was a loss of U.S $84,000 and a 
U.S. $4,€30 loss on another Raven 
account. Let us picture that Raven 
indebtedness to the corporation of 
U.S. $88,000 and at the same time 
that U.S. $58,0C) has bcen pledged 
to fimance the company, and he, 
the president, has lost heavily. 

“On September 12, 1933, the 
companies set up an Executive 
Council which ran the business of 
the company, in fact all of the 
Raven group. The boards of direc- 
tors were not running the com- 
panies: they were picked for their 
standing in Shanghai, as window- 
dressing. They were to have as 
little information as possible. The 
inference is plain. 

“This was also the policy with 
regard to.the auditors. They were 
not tobe shown the mmiute books 

‘of the Exccutive Council and 
i boards of directors.- If there was 
any ‘information that ‘they must 
have -it was to be. given them 


Page 1, Col. 2. 
the shares should not be put in 
safekeeping. 

“But that is not all. Even when 
a witness takes the stand for four 
or five days and perjures himself 
within every 15 minutes, there is 


something about it that must be. 


believed, and commonsense all tells 


us that Brown was constantly and | 
Raven 


continually reporting to 
just what was going on. Their 
offices were contiguous. Raven was 
always accessible to Mr. Brown. 
Embezzlement Was Rule 

“As to the property 
into safekeeping, it was neither 
Raven nor Brown who had it put 
there. Mr. Driscoll was seeing, as 
far as the Raven Trust clients 
were concerned, that their property 
was safe. Otherwise the rule was 
hypothecation and embezzlement. 

“We have every evidence of this. 
Mr. Rosse said that his Jast con- 
versation with Mr. Raven, just he- 
fore Mr. Raven went to the United 


f (States in 1934, concerned the keep- 


ing of fully-paid shares. Raven 
told Rosse to leave things alone 
until he got back, intimating that 
he would take care of it in the 
meantime. There is not one word 
denying the testimony of Mr. 
Rosse.” a 

Dr. Sellett then launched 2 bit- 
ter diatribe on the speculation by 
Mr. Raven which had caused a loss 
of U.S. $147,000 when the company 
closed. in November, 1932, Mr. 
Raven had lost U.S. $57,000; in 
January or February, 1934, he had 
Jost U.S. $100,000; and this mount- 
ed to U.S. $147,000 at the end. 
Meanwhile, he said, creditors had 
Jost two million dollars, not 
counting those who held stock in 
Raven companies. 


The defence would try to show, 
that 


Dr. Sellett anticipated, 
Raven’s account was backed by 
the $18,000,000 in trust shares 


which were put in in August, 1934 
but Raven I:new, he declared, .at 
that time, that the shares were 
actually not worth the paper they 
were printed on. The doors of the 
company were open only because 
the public did not know the true 
situation. This could be amply 


deduced by the declaration of the 
£ the 


liquidator that creditors 0 
A.-O.F.C. would realize 1% per 
cent. 


“There is something else to be 
noted about Raven,” Dr. Sellett 
declared, “and that is the singular 
Hack of his signature on incrimin- 
ating papers.” 

No Master Mind 

| “Jt requires no argument from 
me to show that Brown is in no 
sense a master mind. Well, then, 
who was it? Was it the barrister 
genius from Kansas, Mr. Price? 

suppose that we are going to he 
told that his malignant influence 
lingered on although he was 8,000 
miles away at miost’of the time 
material to this case. That his in- 
fluence was still felt. That he was 
running the company and not its 
president. That it was being run 
by a young man just out of law 
j school. 


“I suggest that this is a very. 


convenient device, to pick out a 


man who is 8,000 miles away and. 


lay everything at bis door. Brown 
also rendered. yeoman service to 
protect Raven until they fell out. 
as we have heard about in court. 

“Brown proved that he was not 
the master mind by his appearance 
in court. Raven- was the master 
mind. Raven owned practically all 
the voting stotk of tha Pawn 


which went; 


through | extracts from the! Trust, the Raven Trust owned the 
minutes. i |majority stock m the A.-O.F.C. 

Then, turning to a brief resume | These companies and Raven were 
of the Benjamin shares —trans-jthe same thing for all practical 


Pee, er ae 


hepa DEES 
necessary, to show that there Gaal RULES AGAINST LAW 
no eriminal intent. The record is = 
replete with evidence that these 
defendants were both guilty of 
every conceivable, dishonest and 
lisreputable practise in managing: 
the affairs or the company. { 
“Idiotic, Stupid Defence” | 

“The aefence 1s going to be the 
high cable costs, the fact that 
‘legal advice was obtained, that 
the company was able to pay back 
the shares out of the margin 
account and that if you take 
people’s money who are going to 
speculate it is all right to embezzle 
theix property right away. 

“Phe iirst is a silly, stupid, 
idiotic defence, in keeping with all 
the other things he (Mr. Brown) 
did and said on the witness stand. 
iThe tact that clients were intend- 
ing to speculate is no defence, or 
jthat the company was at all times 
jable to make good the property 
‘they had converted. As to the last, 
!1 den’t know, I hardly think that 
jcounsel for the defence wil! 
suggest that this evidence should 
be believed.” 

The Defence 

Long before 2 p.m., when the 
‘court was due to reassemble, the 
‘courtroom was packed to capacity, 
while a large number of people 


Fedcral District Judge Merrill 


E. Otis in a ruling made at 
Kansszs City declared that the 
entire Wagn-r Labour Disputes 
Act, a New Deal law giving 
empleyces the right to organize 


‘erowded the entrance and stood and bergain without interfer- 
ithroughout the entire afternoon ence from employers, was un- 
constitutional. 


‘listening to the proceedings as 
{best they might. 

Argument for the defence was 
about equally divided between 
Mr. Richard T. Evans, counsel for 
Mr. Raven, and Mr. C. S. Frank- 
lin, who represents Mr. Brown. 

Mr. Franklin devoted himself to 
a general outline of the defence 
positions, while Mr, Evans dealt 
with the legal authorities. 

Opening the counter-attack 
jagainst the case for the prosecu- 
tion, Mr. Franklin started his 
speech, which lasted one hour, 
with a warm tribute to Dr, Sellett 
and an apologia for Mr. Brown, 
who for several days this week 
was subjected to the withering 
fire of the prosecuting attorney’s 
cross-examination, 

“Feeble Witness” 

“We listened this morning,” 
Mr, Franklin declared, ‘“‘to a very 
able presentation of the Govern- 
ment’s case by a brilliant pro- 
secuting attorney. During the 
latter part of the trial itself, we 
listened to a masterly cross-ex- 
j2mination of the world’s poorest, 
imost feeble and most hopeless 
witness—Mr. Warner Brown, one 
of the defendants in this case. 

“Now despite the obvious fact 
that Mr. Brown was thoroughly 
frightened on the witness-stand, 
to such an extent that his brain 
almost ceased to function, it was 
apparent throughout that he was 
really trying to tell the truth and 
at the same time avoid being 
tripped up and entangled by an 
exceptionally clever and well- 
conducted prosecution 

- “Regardless of all the contra- 
dictory statements which he made, 
I submit that the fundamentals of 
his testimony. remained unshaken. 
I propose to go over those funda- 
mentals briefly. An analysis of 
the evidence will show a surpris- 
ing lack of any real contradic- 
tions. Such contradictions as 
there have been, flowed from 
questions which were inferences 
ane deductions drawn from the 
basic testimony ” 

Mr. Franklin then launched on 
a brief réview of Mr. Brown’s 
career with the A.-O.F.C., going 
back to the early part of 1930. 
when the A.-O.F.C. first decided 
seriously to go into the brokerage 
business. 

Describing Mr. Brown's visit to 
fen Francisco, where according 
to the testimony he studied the 
brokerage business in the offices 
of E. A. Pierce and Company, 
counsel declared that-Mr. Brown 
had _ studied it to 
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misgivings about these fully-paid 
shares as I had when I was in 
San Francisco. Now Mr. Haley 
handed his report to Mr. Brown 
in Hongkong, but, according to 
the evidence, Mr. Haley did not 
raise this question of fully-paid 
shares with Mr. Brown after they 
were both back in Shanghai. 

“From early 1932 there were 
three lawyers in the A.-O.F.C. 
offices, Mr. Price, Mr. Driscoll and 
Mr. Elder. It can reasonably be 
supposed that Mr Raven thought, 
and had reason to think, that if 
anything was wrong with the pro- 
cedure in handling fully paid 
shares, one or other of tnese 
Jawyers would have pcinted it out 
and seen that it was changed. 

“Mr. Brown thought, and was 
entitled to think, the same as Mr. 
Raven in this matter. 

“By 1933,” Mr. Franklin pro- 
ceeded, “the practice of handling 
fully-paid shares as they were 
handled had acquired the dignity 
off long-established procedure. It 
was automatically extended to the 
handling of the Basset shares. 
There is every indication that 
Basset’s account was intended as 
a trading account. There was 
nothing to indicate to the de- 
fendants that it might not become 
an active trading account at any 
time.” 

Counse) then proceeded to deal 
with the other fully-paid share 
transactions involying the several 
complaining witnesses in the case, 
pointing out that these witnesses 
had indicated their intention of 
trading with their shares at some 
time, thus justifying the A--O.F.C. 
in treating their accounts as trnd- 
ing accounts, 

Accounts Treated As One 

Coming to the Benjamin shares, 
which were turned oyer by the 
Raven Trust Company to the 
A.-O.F.C. and pledged by the latter 
to Pierce and Company, counsel 
drew the court’s attention to the 
fact that the testimony showed 
that the A.-O.F.C. had_ always 
treated the Raven Trust Company 
accounts as one. So that when Mr. 
Driscoll -had asked the A.-O.F.C. 
to transfer these shares to safe- 
keeping Mr. Brown rightly. ‘re- 
fused to do so, since the Trust 
Company accounts with the 
A-O.F.C. were already under- 
margined and would, if the trans- 
fer were made, be undermargin 
that much more. : 

B: »* counsel_stre 


But this section was buried in the 


poration owed U.S. $31,000 against | 
holdings amounting to U.S. $780,- 
000; ‘Ils. 80,000 against holdings } 
amounting to Tis. 180,000; Sn. | 
$207,000 against holdings amount- | 
ing to Sh. $2,700,000. The holdings, 
consisting largely of shares in the 
other Raven companies, were not, 


lworthless as the prosecution con- 
[tended, singe they were quoted on! 


the stock exchange and had a loan, 
value, even if they could not be; 
sold because of the tightness of! 
the money market. { 

Concluding his address, Mr.: 
Franklin said that had Mr, Raven! 
and Mr. Brown had guilty know- 
ledge that they were doing wrong} 
in regard to the handling of fully-; 
paid shares, it, would have been a 
simple matter for them to have: 
instructed Pierce and Company to} 
draw on the letters of credit which | 
they held in the A.-O.F.C, account 
and transfer the fully-paid shares 
to safekeeping. They cou!d have 
done that and still had a surplus; 
on the letters of credit, counsel ; 
contended. 

“It is my submission,” he ended, | 
“that the evidence doses net show 
that the defendants are guilty be- 
yond a reasonable doubt. Unless 
that reasonable doubt is overcome, 
they shovld be acquitted.” 

: Mr. Evans’ Address 

Mr. Evans then rose to address | 
the court and began by disclaim- 
ing a suggestion made by Dr. 
Sellett in the morning that the 
medical evidence called in regard 
to Mr. Raven's condition was for 
any other purpose than purely the 
merits of the case. “I want it 
understood,” he said, “that there 
was no plea for mercy implied in 
that step. 

“The conduct of the defendants,” 
he went cn to contend, “was per- 
fectly open at all times. hey 
did not pretend to any of the com- 
plaining witnesses that their shares 
were held in safekeeping. Had 
this net been the case, ana the de- 
fendants had guilty knowledge of 
wrong-doing, it would have been 
very easy for them to have de- 
stroyed the records of that wrong- 
doing.” 

Coming to the letter which Mr. 
Brown had written to Mr. Raven 
from San Francisco regarding the 
handling of fully-paid shares by 
Pierce and Company, Mr. Evans 
said that the words: “We will! 
introduce something similar when 
I return to Shanghai,” were con- 
structed by Mr. Raven as meaning 
that Mr. Brown and his colleagues 
would take care of the matter. Mr. 
Raven did not consider it necessary 
to act. 

Brown’s Evidence Discounted 

Turning to the Cocquelet report, 
counsel contended that the only]. 
evidence that this report came into |’ 
Mr..Raven’s hands was given by 
Mr. Brown and that this testimony, 
in view of all the circumstances. 
must be discounted. The next time 
that the question of fully-paid|}. 
shares occurred, as far as Raven 
was concerned, was when the 
“voluble Mr. Rosse” testified to 
having raised the question. “But 
this witness showed so much 
animus,” counsel said, “that his b 
evidence, also, should be strongly 
discounted.” 

With regard to the Haley report, 
Mr. Evans pointed out that Mr, 
Raven had just come through a 
serious illness when it was sub- 
mitted. True, the first page was 
initialled by Mr. Raven andthe re- {i 
port contained a section regarding 
the handling of fully-paid shares. 


report and occupied only one page. 
The only testimony showing that 
Mr. Raven had really studied the 
report came ‘from Mr. Raven's 
secretary, who testified that his 
initials on the document indicated 
that it had received his attention. 
Mr. Brown testified that Mr. Raven 
had seen the report, but this testi- 
mony required strong corroboration 
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they were taken in Inte in 19%1. 
He quoted the letter from Mr. 
Driscoll to Mr. Brown saying that 
the shares should be put in safe- 
keeping and if it was ‘“incon- 
venient” to transfer them then, to 
use another course. 


“It is abundantly clear,” de-' 
claimed Dr. Sellett, “that when 
the A.-O.F.C. got hold of the. 


shares they dumped them into their! 
margin account to assist them in, 
their own trading. He (Benjamin) | 
did not owe them one cent; he had 
not even bought the shares from 
them, Their csnduct was just as 
flagrant and criminal as if some- 
one had walked in with a package 
of jewellery and money and said 
‘keep this for me’ and then they 
took it out and hypothecated it and 
pledged it. . 


Brokers’ Code Of Ethics 

“There has been a suggestion 
that in this business there is a 
different code of ethics. Perhaps 
it may be contended that because 
these people were going to specul- 
ate that it was proper to take their 

’ possessions and pledge them. There 
is no reason in the world, no 
reason in commonsense why this 
business should not be subject to 

. the same rule of any other honest 
business. Brokers have the same 
responsibility in this case as other 
‘agents have. 

“Perhaps the defence will con- 
tend that this is not encugh. Well, 
we have more. We have the Haley 
report, He was brought out from 
the United States because he knew 
this business. He was brought out 
to run the business, and he made 
a report which he handed to Mr. 
Raven in January, 1934, 

“There is a dangerous situation,” 
his report said. “There are U.S. 
$150,000 in fully paid shares be- 
longing to our clients and we have 
only U.S, $50,000 in safekeeping. 


; was but 


fone bit of evidenve that would ever 


Purpuses, ana we WHE ONUCcrstEne 
from counsel that this master- 
mind Brown pulled the wool over 
Raven’s eyes. 

“T anticipate that there will be 
another defence for Raven, that 
he was so ill he didn’t know what 
was going on. But I may be mis- 
taken. He was ill for a very short 
period of time which would in- 
capacitate him with regard to the 
companies. I suspect what the 
purpose of the medical evidence 
was, I more than suspect what it 
can it be believed that} 
anyone would give any weight to 
this as evidence that he did not 
know what was going on? 

“Remember that there is not 
tend to support that Raven didn’t; 
know what was going on. I can’t 
believe that if there was any 
evidence to th‘: effect that the 
defence counsel would have omitted 
to present it. 

Raven Chief Speculator 

“This dealing was thoroughly 
dishonest and disreputable in every 
way possible. Raven was the chief 
speculator; he started out with an 
account in his own name, and then 
abandoned this for two R. T. Co. 


cipher accounts, He lost U.S. 
$116,000 by steady, continual 
wambling. Would the Shanghai 


public have done business with the 
Finance Company had they known 
that this condition existed? 

“Why were his cipher codes 
invented? To keep his employees 
from knowing how those accounts 
were operated and for whom. To 
be sure two or three persons knew 
whose accounts they were, but not; 
many, for the public continued to 
deal with them and have confidence 
that things were being managed 
properly. 

“In the account 106-L-7 the 
company was trading itself against 
the position of its clients. Bucket- 


These stocks are not ours but are 
held in trust by us for our clients. 
‘We should take these out as soon 
as possible for if anything should 
happen we would have to go out 
in the open market to re-establish 
+ our clients’ positions. And then 
again we are wide open to legal 
procedure. Mr. Haley used here al- 
most the same language as used 
by Mr. Brown himself in 1930. 
“T take it the defence is still 
going to say that other people 
ultimately influenced Raven that 


a 


ing, matching orders, every con- 
ceivable dishonest and disreputable 
thing was done. And then the 
conferences w'th the auditors to 
try to make ig ied look sound 
and reputable} While Raven was 
trying to get the auditor to certify 
the balance sheet he knew that a 
loss of U.S. $117,000 was being 
put into the balance sheet as an 
asset. - 


;question in October, 


“The defence is going to ask 
that you strain your imagination, 
even to the breaking point if 


time permitted. He then quoted 
from a letter which Mr. Brown 
had written to Mr. Raven from 
San Francisco in 1930, in which 
it was pointed out that Pierce 
and Company had a safekeeping 
system for the handling of their 
custoniers’ fully-paid securities 
and that “we will introduce some- 
thine similar when I return to 
Shanghai.” 
Bad Advice 

Counsel went on to say that 
Mr, Brown returned to Shanghai 
and consulted Mr. James Price, 
the A.-O.F.C.’s legal advisor, on 
the subject of the handling of 
fully-paid shares. “We can im- 
agine Price saying to Brown: ‘Of 
course, this matter of the hand- 
ling of fully-paid shares is im- 
portant to Pierce and Company. 
They are members of. the New 
York Stock Exchange and are 
obliged to observe its rules, upon 
which the continuance of their 
business extends. They have a 
private wire from San Francisco 
to New York to facilitate the 
transfer of shares in and out of 
safekeeping as required. But we 
are not subject to the rules of 
the New York Stock Exchange 
and there is nothing illegal or 
irregular in our system as iong 
as we are able to deliver fully- 
paid secu.*ties on demand.’ 

“I submit,’? Mr, Franklin con- 
tinued, “that this explanation 
by Mr. Price satisfied Mr. Brown 
and also Mr. Raven, since it was 
gnven by a well-equalified man.” 

Continuing, he pointed out that 
the A.-O.F!C.’s system of handl- 


ing fully-paid shares was not 
questioned until Mr, Rosse, one 
of the employees, raised the 


1933. Rosse 
sought advice on the matter and 
also, presumably, was_ satisfied 
with the explanations which he 
received from another lawyer. 
The matter came up again, how- 
ever, when the Haley report was 
filed, showing that of U.S.$150,- 
000 worth of fully-paid securities, 
only U.S.$50,000 were in safe- 


{ keeping. 


Question Of Miszivings 
“The presumption as to what 


happened in regard to the Haley | bee 


report, as far as Mr. Brown is 
concerned, is this,” said Mr. 
Franklin: “Brown would say: 
‘Here’s a man just come from San 
Francisco and he h cAME 


“was not an officer of the ‘rust 
Company and was only concerned 
with the interests of A.-O.F.C. 
Ultimately, for the sake of the 


Trust Company, he was overridden ; 


and the Benjamin shares were 


transferred to safekeeping little 


by little.” 
Franklin then made wh 
was generally conceded to be the 


most significant statement in his | hy a servant of his master’s pro- 


entire speech, in referring to the 
fully-paid share transactions in- 
volved in the case. 
Significant Statement 
“When a client opens an account 
with a brokerage house,’ he de- 
clared, “the presumption must be 


that when he buys deposits shares | Counsel declared that there had: 


that when he buys or deposits 
shares he intends them for trad- 


requests that the shares be placed 
in safekeeping.” 

Coming next to the so-called 
“short sales” effected to April an 


with itself), which had the effect | corporation is not liable, 
| 


{ 


of selling out large - blocks of 
securities, among them many fully- 
paid shares belonging to A.-0.F.C. 
clients, Mr. Franklin said it had 


been conclusively established by the/sen+ could not be presumed. 
evidence that these sales had ie imust be proved, 
r. 


effected entirely without 
Raven’s knowledge. 
Attempting to answer the con- 
tention of Dr. Sellett that these 
sales were not real short sales at 
all, Mr. Franklin declared that 
they were short sales “in every 
sense of the term, except that they 
were not reported as such to Pierce 
and Company.” a remark which 


elicited an obvious gesture of sur- 
prised amusement from Dr.! 
Sellett. 

“The rules of the New York 


Stock Exchange about reporting 
short sales did not apply to the 
A,-O.F.C.,”” 
A.-O.F.C. Said Solvent 
Proceeding to refer to defence 
exhibits 326 and 3837, which are 
statements of the A.-O.F.C.’s 
financial position at various dates, 
Mr Franklin quoted some figures 
jtc show that the A.-O.F.C, had 
nm in a solvent position, the 
prosecution having contended that 
the corporation was bapkrunt long 
before it actually clos down. 
Taking the figures thr May 16, 
1933 counsel showed tht the cor- 
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{between the defendants and the 


| the 
ing purposes, unless he specifically | the 


neat 


is ahaa 
been forthcoming. 
Legal Authorities 

Mr. Evans then launched into the. 
presentation of voluminous legal | 
authorities regarding the charges; 
against the defendants and cited: 
numerous cases having a bearing 
He contended that: 
under the Common Law embezzle-' 
ment means fraudulent conversion 


perty. If, therefore, the Govern- 
ment'’s case was predicated upon: 
the Common Law, no conviction: 
was possible, since there was no. 
master and servant relationship” 


complaining witnesses. 5 


been no false pretences proved in? 
Basset transactions, because; 
statements sent to Basset by: 
the A.-O.F.C. did not show that 
Basset’s shares were being held in: 
safekeeping. ; 


2 | Dealing with Mr. Raven’s posi-: 
May, 19385 through. the cipher &C-/ tion under the law as president of 
counts 101-I. 1 (Mr. Raven’s) and/the A.-O.F.C., counsel cited cases 
106-L. 7 (the A.-O.F.C’s accountito show that the principal of a 


| 


Mr. Franklin added.;whcere in which the evidence was 


H 


azep oy3 ‘og Areniqeg Jo yovoidde 


SUIYIOM YW PUeULUABAOY 
quopsy Suruw0cQ JO PeYA| | 


uy pouIqDy 
q4oddng. 


Huns in which they did participate.'$1,000? he asked. But look at the 


uosvat ojduirs ay}z oxy Buyyouy st 
UOTzIaTa 9Yy3 UT 4sareqUT aABjNdog 


18 StL Fey Burzepuom 4Jeq 11s 


civilly or : 
eriminally, for the acts of em- 
ployees of the corporation, unless 
he authorises or consents to those 
acts. Such authorization or - 
t 


ea 


“The defendants are not on 
trigl,”” he declared, “for general 
defravity but for specific acts. 
Their participation in those acts = 
must be proved. Participation can-!the kind we have. Why should 
not be proved by reference to other'they wart to steal $200 or $400 or 


nless Raven knew that money |sordid way they handled this busi- 

received from clients was beinginess, juggled figures, how high 

misapplied, he cannot be convict-| officers indulecd ia speculation and 

ed.” . gambling with other  people’s 

_ Sellett Winds Up {money, how they owed upwerds of 

In his rebuttal, which tcok 46|U.S.$175,000 when the company 
minutes and closed the argument 


closed. And the liquidator has 
in the case, Dr. Sellett declared|saiqd that cf this he has been 
that he had never seen a case any- | unable to collect one copper from 
them. With this background how 
ean Judge Franklin or anyone else 
argue with plausibility that the 
conduct of the defendants in this 
ease is lily-white. The Court 
should have not the slightest dif- 
ficulty in. finding these men guilty 
on the seven counts outlined. 

There. was a period of quiet as 
Dr. Sellett sat down, 

“Further. proccedings in this 
case will take place at 10 a.m. to- 
morrow,” Judge Helmick said, and 
adjourred court. 


so overwhelming as in this case. 

Dr. Sellett concluded in a coni 
cise burst of speech which held the 
packed courtroom spell-bound. 

“As to the argument of Judge 
Franklin, I don’t think I have 
much time nor is it necessary to 
deal with it. His argument might 
have had some plausibility if the 
facts of the case were entirely dif- 
ferent, if we had seen a policy of 
fairness and honesty for the most 
part and only one or two cases of 
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Last Act But One In Raven, 


| 
Brown Trial Due To-day | 


Legal Argument Starts At 10 a.m., With Equal | 
‘Allotted To Prosecution And Defence; Remand | 
\ 


Time 


For Judgment Expected At Conclusion 


The penultimate act in the!in some respects the most. 
vigorous legal drama which has|dramatic in the history of the 
been played across the stage of |American Court in Shanghzi, com- 

3. Through 


the United States Court for China 
during the past four weeks will 
open at 10 o'clock this morning 
when Judge Milton J. Helmick 
takes the bench to hear arguments 
of counsel for the prosecution and 


menced on January 
numerous sessions, the Court has 
collected 337 cxhibits in the case 
and a record running into several 
thousand pages. The cost of the! 
jtrial to the United States Govern- ; 


the defence in closure of the trial; ment is believed to run_ into’ 
of Mr. Frank J. Raven and Mr. J. ete tens of thousands of U.S. 
‘dollars. i 


Warner Brown, who are indicted 
on 16 charges of theft, embezzle- 
ment and fraud in connection with 
the collapse last May of the 
American-Oriental Finance Cor- 
poration, of which the defendants 


were President and Vice-President, 


respectively. 
Trial of the case, which has 
heen the most long-drawn-out, an@ 


Allotment Of Time H 

Five hours have been allotted : 
‘to counsel for argumcnt, it was 
jlearned yesterday. The prosecu-! 
!tien, which is being conducted by | 
Dr. George Sellett as  Spevial| 
| Assistant U.S. District Attorney, ! 
‘Will have the first two-and-a-half i 
‘hours in which to present its case, : 
‘and the remaining two-and-a-half | 
iwill be given to Mr. Richard T. | 
Evans, counsel for Mr. Raven. , 
land Mr. C. S. Franklin, counsel ; 
jfor Mr. Brown. t 
j The charges against the two} 
defendants relate to the alleged! 
practice of the American-Oriental | 
Finance Corporation in taking the | 
fully-paid shares of their clients 
and hypothecating them to E. A. 
Pierce and Company, who were 
the San Francisco brokers of the 
A.-O.F.C., as margin for the 
A.-O.F.C.’s own market transac- 
tions. 

Voluminous evidence was led ‘by 
the prosecution on this point and 
two witnesses were specially 
brought here from the United 
States to testify to the practices 
of the A.-O.F.C. The first of these 
was Mr. C. C. Curtis, an employee 
of E. A. Pierce and Company, and 
the second Mr. C. J. Haley, a 
former officer of the A.-O.F.C. 

_ Remand Expected 

It is not expected that Judge 

Helmick will deliver . judgment. 
immediately on the conclusion of 
the legal argument to-day, but 
that the defendants will be re- 
manded for judgment to some 
jlater date. 
{ Mr. Raven is on a bail bond of 
; U.S. $10,000, while Mr. Brown 
has bail in a similar sum. It is 
expected, in the event of a con- 
viction, that both defendants wiil 
appeal to the United States Circuit 
Court of Appeals in San Fran- 
cisco. 
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Sensational Happenings 
In Court As Raven Case 
Evidence Is Concluded 


UNPRECEDENTED SITUATION OCCURS AS 
PROSECUTION AND DEFENCE ATTACK 
CREDIBILITY OF MR. BROWN 


NEWSPAPER REPORTER IS CAUSE OF THE 
TRIAL’S DRAMATIC DEVELOPMENT 


Brown Testifies To Heated Meeting With Raven In 
Chocolate Shop Yesterday; Tells Raven That 
He “Will Net Take Whole Brunt” 


Dramatic and sensational developments flowed one 
after the other in rapid succession in the United States 
Court for China yesterday afternoon at the final session of 
the Raven-Brown trial, which concluded at 5.15 p.m. with 
the announcement that argument by counsel would com- 
mence on Friday morning at 10 o’clock, thus allowing a 
day’s rest to both the prosecution and the defence after the 
arduous labours through which they have passed. 
| The defendants, Mr. Frank J. Raven and Mr. J. Warner 
Brown, president and vice-president, respectively, of the 
defunct American-Oriental Finance Corporation, are 
charged on 16 counts with theft, embezzlement and fraud 
in connection with the handling of customers’ fully-paid 
securities. The prosecution is in the hands of Dr. Georgé 
jSellett, Assistant U.S. District Attorney. Mr. Raven is 
being defended by Attorney Richard T, Evans of Tientsin, 
while Mr. Brown is represented by Mr. C. S. Franklin of the 
local Jaw-firm of Franklin and Harrington. 

During the course of the ses-| Both exhibits, Mr. Franklin 
sion, an amazing and almost un-|stated, were furnished to the de- 
precedented situation arose in|fence by the Government on re- 
‘Which the credibility of Mr, J.|quest. They were received with- 
‘Warner Brown, called by the|out any opposition being offered. 
‘defence as a witness, was being _ Event Of Importance __ 
attacked almost simultaneously by With this formal proceeding 
both counsel for the prosecution ;over, the first indication of pos- 
land the defence as the result of !sible sensational developments 
tyemarks made to a; local news-|Was afforded to the courtroom, 


' paper reporter by Mr. Brown dur- crowded as never before’since the 


+ 


——_ 


‘ing the lunch hour recess and a 
{luncheon conversation between 
Mr. Brown and Mr. Raven which 
took place a few minutes later 
{in the Chocolate Shop on Nan- 
king Road, 
. Everyone Tired Out 

At the conclusion of the ses-: 
sion, Mr.- Brown: had been‘on the 
witness-stand for some 20 hours 


‘Jal! told. Judge Helmick, the. 


‘cpurt officials and counsel for the: 
contending sides appeared worn. 
and jaded, and the Court readily - 
aceedcd to Mr. Evans’ request. 
that, the defence having rested 
its case, the Court adjourn to Fri- 
day morning, since the argument 
was likely to be a protracted one 
and it was desirable that both 
counsel and the Court tackle the 
next phase of. the trial in a fresher | 
condition. ‘ . 

When the trial was resumed at 
2 p.m. after a brief but, lively 
morning session, the Court receiv- 
ed in evidence defendants’ ex. 
hibits 336 and 337 which were 
tendered by Mr. C. S. Franklin. 
The first of these exhibits was a 
statement of the A.-O.F.C.’s 
financial position with banks and 
foreign .agents at various times 
material to the case, while the 
second was a statement of securi- 
ties held by the A.-O.F.C. in 
Shanghai in their investment and 
trading securities portfolios on 
dates pertinent to the issues in- 
volved. mink 


trial opencd on January 3, when 
Mr. Evans rose and informed the 
Court that an event had occurred 
of such importance that it was 
necessary to seek the advice of 
the Court as to how to proceed. 

Addressing _ himself to the 
Judge. Mr. Evans said; “Both 
counsel for the defence and the 
prosecution would like to consult 
Your Honour in Chambers and 
we would ask that you adjourn 
the Court so that this. may be 
done.” 

Judge Helmick concurred and 
the Court rose. The consultation 
in Chambers lasted about 15 
minutes, from 2.30 to 2.45 p.m. 
Ladies in the courtroom took up 
their knitting, while most mem- 
bers of the large audience joined 
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! Corporation, upon which all the, 


-Raven’s authority to R reco buying 
-and selling orders : 
iaecount of his R, T. Co, 101-I. 1? 
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Difficulty With Raven 
Auditors Brought Out 
By Brown Examination 


Fourth Day Of Penetrating Cross-Questioning Of 


Defendant Brings Different Version 


Of 


“Short Sales” In Raven Account 


SPECULATION CAUSED BY HINT OF 
MEDICAL WITNESS TO-DAY 


Testimony showing that the American-Oriental Finance 
Corporation had experienced considerable difficulty in the 


spring: 


balance sheet, as it had been pr 


offices, and that 
place, 


day afternoon 


fraud. 
Assistant District Attorney, 
exumination of Mr. 
session the witness h 


The cross-examination of Mr. 
Brown 


lay, 
trial 
morning 


would resume at 9.30 this 
in ordcr to meet the 


ronvenience of a “medical witness” : 


whom the defence proposes to call. 


was among the highlights brought 
Wainer Brown in the United States Court for China yester-' 
in the continued trial of Mr. 
Frank J. Raven on 16 counts of theft, embezzlement and 
Throughout the ent 


is expected to end this’ 
norning. At close of Court yester- : 
it was announced that the”. 


This started considerable specula-. 


tion as to what type of evidence 
this witness would tender and an 
even more crowded 
than yesterday is expected, 


With the resumption of 
trial yesterday afternoon at 
o’clock, Dr, — Sellett continued 
questioning Mr. Brown on the 
subject of “short sales” put 
through Mr. Raven’s account with 
the A.-O.F.C. shortly before the 
crash of the Raven concerns in 
!May of last year, Cross-examina- 
‘tion regarding these “short sales” 
‘ceeupied muca of the morning 
‘session, tHe prosecution endeavour- 
ing to show, that the A.-O.F.C. 
was desperately trying to lay_ its 
‘hands on ready cash to pour into 
‘the <American-Oriental Banking 


Raven companies were pyramided, 
and which was then in a precarious 
situation, 

Didn't Tell Raven 


Dr. Sellett: Before putting 
through those so-called short 
sales, did you inform Mr. Driscoll? 


Mr. Brown: No, 

Dr. Sellett: And you did -not. 
inform Mr. Raven, either at the 
time, or subsequently? 

Mr. Brown: No. 

Dr. Sellett; Why did you re- 
frain from taking the matter up 
with Mr. Raven? : 

Mr. Brown: I don’t know why. 
At the time, I was busy handing 
over affairs to my successor in| 
iview of my forthcoming departure 


‘tor Manila. 
Dr. Sellett; Did you have Mr. 


t 
rough that |! 
Mr. Brown: No. 
Dr, Sellett: Did you operate on} 
that account during the summer! 
of 1938, when Mr. Raven was, 


absent in the United States? 


‘-yersation ,with him 
‘operation. of that account? 


{ 
Mr. Brown: Not-alone. © i 

Dr, Sellett: Before Mr. Raven‘s | 
departure, did you have any con- 
ing the: 


courtroom ! 


the; 


ire day, 


. deliberately 


of last year in getting its auditors to certify its. 
epared in the Corporation’s , 
a change of auditors had consequently taken: 
out by Mr. J.’ 


Brown and Mr. ' 


Dr. 


hours. 

Mr, Brown: Perhaps. 

Dr. Sellett: You wouldn't 
operate on another man’s account 
without. his authority? 


Mr. Brown: In this case, not 


without Mr. Raven’s authority. 

Prosecuting counsel then drew 
the witness’s attention to the 
fact that in direct examination he 
had stated that the short sales 
referred to had been put through 
Mr. Raven’s account by mistake, 
that they should have gone through 
the account R. T. Co. 106-17, which 
was the A.-O.F.C.’s account with 
itself, r. Brown had testified 
that the wrong cipher number 


had been entered on the 


George Sellett, | 

continued his gruelling cross-| 

Brown and at the close of the afternoon 
nd arenunied the stand for about an 


ticket | 


made out in respect of the sales. ' 


Dr. Sellett: 
until now to tell 
that these sales were quite 
put through the 
account of Mr. Raven? Don’t you 
think your previous testimony 
was apt to mislead the Court? 

Good Intentions 
I didn’t intend to 


Why did you wait 


Mr. Brown: 
be misleading. 


Witness went on to say that on’ 


May 7, 1935, when he departed 
for Manila, he believed it would 
have been possible to have taken 
all fully-paid shares out of the 


us the truth—'‘ 


A.-O.F.C.’s margin account with . 


Pierce and Company and transfer 
them to safekeeping. 


Dr. Sellett: You think this 
could have “been done—without 
difficulty? 


Mr, Brown: I believe it could 


have been done, but not without |' 


difficulty. 

Dr. Sellett: 
American-Oriental Banking_ Cor- 
poration had closed down. Would 
jt have been possible, under those 
circumstances, for the A.-O.F.C, 
to continue in business? 

Mr. Brown: The reason for 
the closure of the A.-O.F.C. was 
the bank crash, . 

Dr. Sellett: But you could 
have delivered to customers their 
fully-paid shares? 

Mr. .Brown: I think so. 

Dr. Sellett: How? 

Mr. Brown: By calling in a 
Joan to the Raven Trust Company 


Suppose only the}: 


——<———<—— 


and selling our seats on the New|. 


York Stock Exchange. 


Dr. Sellett: What was the value |’ 


of those seats in May, 19357 
on Brown: About U. S: $125,- 


1936 
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Held Only Equity | 
Dr. SeHett: Was not the value! 
those seats poinge down then?! 
Mr. Brown: No, I think the 
value was yoing up. | 

Dr. Sellett: But the A.-O.F.¢.! 
had borrowed against the value! 
of those seats. What was the! 
actual equity which the A.-O.F.C,. ; 
had in those seats? 

Mr, Brown: About U. S, $70,000, 

Dr. Sellett: Then even if you! 
had realized that sum you would. 
still have required about U.S. ~ 
$50,009 in order to take fully- 
paid shares out of the margin 
account with Pierce and Com- 
pany? 

Mr. Brown: No, I think we 
would have required about U. S. 
$10,000 more. 

Dr. Sellett: Was the question 
of selling the seats in order to 
place customers’ fully-paid securi- 
ties in safekeeping ever dis- 
cussed? 

Mr. Brown: In 1933 we dis- 
cussed it, but not in connection 
with the question of putting fully- 
paid shares in safekeeping. 3 

Prosecuting counsel then _ re- 
verted once more to the “short 
sales” made in the spring of 1935 
and suggested to the witness that 
the money which the A.-O.F.C. was 
getting thereby was used to bol- 
ster up the American-Oriental 
Banking Corporation. Mr. Brown 
said that it was used by the A.- 
O.F.C. for its own purposes and 
te assist the Asia Realty Com- 


pany. 

Dr. Sellett: But when the A.- 
O.F.C. was diverting funds receiv- 
ed from Pierce and Company as. 
a result of the so-called short sales 
to the A.-O.B.C. you knew that. 
the A.-O.B.C. was in a precarious 
position? 

Mr. Brown: No, I really didn’t. . 

Didn’t Know Losses 

Dr. Sellett: Were you not, 
aware that one month before the 
closure deposits to the value_ of 
about Sh.$1,000,000 had been with- 
drawn from the A.-O.B, and that 
the A.-O.B.C. had lost, in addition, 
another million on exchange: trans- 
actions? 

Mr. Brewn: I did not know that 
deposits had shrunk to that ex- 
tent, nor that so much had been 
lost on exchange. It was explain- 
ed to me that people had withdrawn 
their money and were remitting 
it home on account of the faour-i 
able exchange situation. 

Dr. Sellett then switched to the 
the subject of the A.-O.F.C.’s bal- 
ance sheet. “In the spring of 
1935,” he queried Mr. Brown, “you 
had considerable difficulty in get- 
ting the auditors to certify your 
balance sheet—is that not so?” Mr. 
Brown admitted that there had 
been some difficulty. 

Dr. Sellett: And on Sunday 
morning you and Mr. Raven met 
Mr. Sturrock (of the auditing firm 
of Turner, Sturrock and Brown) at 
‘tthe French Club with a view to 
inducing him to certify the balance 
sheet as it had been-drawn up in 
your offices—is that so? 

Mr. Brown: Yes. 

Dr. Sellett: Your attempt was 
unsuccessful was it not? 

Mr. Brown: Yes. 

Dr. Sellett: So then you resolv- 
ed to sell your seats on the New 
York Stock Exchange to the Raven 
Trust Company for U.S$130,000. 
This sum the Raven Trust Com- 
pany paid to you by a cheque 
drawn on the A.-O.B.C. It in- 
cluded imterest at 6 per cent.—is 
that so? 

Mr. Brown: That is so. 


of 


Dr. Sellett: And then you got 
the baJance sheet signed? 
Mr, Brown: 


Yes. 
Dr. Sellett: And then the A.- 


O.F.G. returned the U.S. $130,000! L 


te the Raven Trust Company, plus. 
the interest—a_ week later? ‘ 
Mr. Brown: Yes. i 


; 


f 
¢ 
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Changed Auditors 

Prosecuting counsel then asked 
whether it was not a fact that 
Turner, Sturrock and Brown had 
been replaced as auditors of the} 
A.-O.F.C. by Messrs. Thompson 
and Company and that this was 
done by a resolution of the Execu- 
tive Council of the Raven enter- 
prises passed on December 31.} 
1934. Witness replied in the! 
affirmative. 

Dr, Sellett: The minutes of that 


meeting include 2 resolution that 
minutes be not placed at the dis-]| 
posal of the corporation’s auditors | 
and that they be furnished with’ 
leertified copies of only such 
iminutes as are “considered neces- 
|sary” for the auditors—is that so? 

Mr. Brown: Yes. 
| Dr. Sellett: Now if you had, in 
|your balance sheet for 1934. given 
{proper information, your balance 
sheet would not have shown the 
profit it did? 

Mr. Brown: We gave the 
auditors all the information they 
wanted. 

Dr. Sellett: Did you expect the 
auditors to divine that the account; 

. T. Co. 106-L.7 


'O.F.C.’s own account ? 

Mr. Brown: They didn't ask 
whose account it was. 

Dr. Sellett: As a matter of 


fact they did inquire about that 
account and about all the other 
cipher accounts and they were told 
that these were accounts of clients 
of the A.-O.F.C.—formally a cor- 
rect statement, but actually en- 
tirely misleading and _ therefore 
dishonest. 

Clients Furnished “Margin” 

Prosecuting counsel then led the 
witness to admit that at the time 
the Raven concerns crashed, fully- 
paid securities belonging to cus-- 
tomers of the A.-O.F.C. were 
actually financing half of the- 
total margin requirements of the 
A.-O.F.C. in its account with Pierce 
and Company. 

After this admission, Mr. Brown 
was asked whether the knowledge 


of this position didn’t bring 
home to him the _ significance 
and importance of determining 


just what were the rights and 
duties of the A.-O.F.C. in the hand- 
ling of 
securities. 

In reply, Mr. Brown said he did 
not realize that the figures in- 
volved were so big. 

Dr. Sellett: 
report by Mr. Haley (which show- 
ed that the A.-O.F.C. was holding 
U.S. $150,000 of customers’ fully- 
paid securities, of which only U.S, 
$50,000 were in safekeeping) ? 

No answer being given, Dr. 
Sellett fired his next question at 
; the witness: “So then you admit 
,; that you ‘used these fully-paid 
securities to finance the A.-O.F.C.’s 
own business?” 

Mr. Brown: Yes. 

Unprotected Accounts 

Dr. Sellett: This at a time when 
Mr. Raven had the huge unprotect- 
‘ed balance of U.S. $116,000 out- 


4 standing against him on the books 


customers’ fully-paid 


of the A.-O.F.C: when there was |! 


¢ 


your own unprotected account, the 
jaccount of Mr. James Price, the 
|legal genius of the company, and 
the accounts of other officers of 
the A.-O.F.C, and their associates ? 
| Mr. Brown: Yes, but the ac- 
a were not entirely unprotect- 
ed. 

Dr. Sellett: With that situation 
before you, did it not occur to you 


that it was improper to use fully- ‘ 
paid shares of customers in the | 


way that you did? 
Mr. 


was the A.-' 


But what about the, 


Brown: We were able toj/in the-. 


Mr. Brown: No, we possessed } 
borrowing ability and could have 
sold out our seats on the New 
York Stock Exchange. 

Further questions by Dr. Sellett 
elicited the information that mar- 
gin cards of the cipher accounts 
were always kept on Mr. Brown’s 
desk in the office and not in the 
file with the other cards. “Was 
this because you wanted to have 
j them constantly under attention 
_ to see that the accounts were pro- 
perly margined, or because you 
wanted the position of these ac- 
counts concealed from others in 
the office?” Dr. Sellett asked. 

Mr. Brown: 
to have them under my constant 
attention in regard to margining. 

Dr. Sellett then switched to the 
transactions with Mr. Lucien 
Claude Basset, one of the com- 
plaining witnesses in the case. 
Mr, Brown had testified earlier 
that had he known thet Mr. 
Basset had not signed a hypothe- 
eation consent form he would 
have instructed that this client’s 
account be closcd. 

Dr. Sellett: Have you thought 
over the testimony you gave on 
this point yesterday? ¥s_ there 
anything you would like to change. 

Veracity Questioned 

Mr. Brown’s reply was in the 
negative and Mr. Franklin, coun- 
sel for Mr. Brown, objected to the 
line of questioning. 

Dr. Sellett: I only wanted to 
try and save the time which will 
be consumed in calling a witness 
for rebuttal. It can easily be 
proved that the witness told an 
untruth in this matter. 

To Mr. Brown: Did you not tell | 
Miss Woolley that it was not 
necessary for Mr. Basset to sign a 
hypothceation consent ? 

Mr. Brown: I don't remember, 
but I do know that I always in- 
sisted that all clients sign these 
consents. 

Dr. Sellett: Was Mr. Raven kept 
informed at all times as to the 
amount of fully-paid shares in the 
margin account with Pierce and 
Company? 


Mr. Brown: Yes. 

As the afternoon session drew 
to a close, Dr. Sellett proceeded 
to question Mr. Brown in respect 
to the charges set forth in the in- 
dictment, dealing with the last 

! charge first. ‘ 
| Dr. Sellett: When you wrote 
a letter to Pierce and Company on 
' May 16, 1933 forwarding Mr. Kirk- 
land’s shares, did you intend that 
those shares be placed in the mar- 
| gin account, or did you just make 
a mistake? 

Mr. Brown hesitated for a long 
time. Prosecuting counsel follow- 
ed up: “Did you, knowingly and 


shares to Pierce and Company, in- 


margin account? 

Judge Helmick: The answer 
can be just “yes” or “no.” 

Mr. Brown: Yes, but knowing 
quite well that we owed them to 
Mr. Kirkland. 

Dr. Sellett: Did you not know 
that in the margin account these 
shares of Mr. Kirkland would be 
used by Pierce and Company as 
security for the A.-O.F.C.’s debit 
balances, just as all other shares 
were similarly used? 

Mr. Brown: Yes. 

Dr. Sellett: Now, regarding the 
cheque for Sh.$549.18 which you 
'|received from Mr. C. R. Jones on 
March 18, 1935, for the purchase 
of 50 Electric Bond and Share 
stocks, You deposited that cheque 
A.-O.F.C.’s dollar account 


u 


make delivery at any time. i with the A.-O.B.C. Did you intend 


Dr. Sellett: But only by action 
which would have resulted in the 
sated of the A.-O.F.C.—is that 
not so : 


‘ithe proceeds of that cheque to be 
mingled with all the other funds of 
the A.-O.F.C. with the bank, and 
used as if it were the A.-O.F.C.’s 
own money? é 


vw 


Because I wanted }}! 


intentionally, in transmitting those/} 


tend that they be placed in the} 


That was the way 
all receipts. 
the various 


Mr. Brown: 
we handled 
cidn’t keep 
separate, 

Dr. Sellett: So you intended | 
that the cheque be used Yor the: 
A.-O.F.C.’s general purposes? 

Mr. Brown: Yes, 

Dr. Sellett: In other words, you 
| did not intend using the proceeds 
of the cheque to purchase the 50 


items 


-Eleetrie Bond and Share — stocks 
ordered by Mr. Jones? 
Lrown equivocated and 


Mr, 
| replied that part of the proceeds 
‘went to purehase the 50 shares, 
‘but not all at one time. 


Dr. Sellett: But were those 
shares fully paid for at any 
"time? 

Mr. Brown; No. 

Dr. Sellett: Now we come to 


the Yates transaction. 

Mr. Brown: This was the same 
as_in the Jones case. 
; Dr. Sellett: You intended the 
lsame things as_in the Jones case? 
' Mr. Brown: Yes, that’s the way 


we handled 1t. 
Dr. Sellett: And the Curtis- 
Wright shares which Yates 


' 
| 
t 
ordered and paid for with his 
cheque for Sh. $1,225.97—were 
“they always left in the margin 
account with Pierce? 

Mr. Brown: Yes. 

,. Dr. Sellett: Now the Howard 
‘transaction. Mr. Howard gave you 
ja draft for U. S, $507.60 on July 
7, 1934. When happened to it? 

Mr. Brown: It was deposited 
in the account of the A.-O.F.C. 
with the A.-O.B.C.—the U. &. 
dollar account—as with other 
similar transactions. 

Dr. Sellett: And it was not used 
to buy and pay in full for the 
830 Douglas Aircraft shares which 
Mr, Howard ordered? 

At this stage the Court ad- 
journed until 9.30 a.m. to-day. 

Morning Proceedings 

| Most of the morning session 
‘was devoted by Dr. Sellett to 
cross-examination of Mr. Brown 
on the subject of the so-called 
short sales made on Mr. Raven’s 
account, R. T. Co. 101-I.1. shortly 
before the crash of the Raven 
enterprises last year. 

Mr. Brown said that Mr. Raven 
had not been consulted about the 
sales on his account, which took 
place on May 2, 1985, five days 
before Mr. Brown sailed for 

! 
| 


Manila, Mr. Raven was in Shan;- 
hai at the time and could easily | 
have been reached, Dr. Seliett 
brought out, 

“Did it not occur to you,” he 
asked Mr. Brown, “that in in- 
volving Mr. Raven in a transaction 
amounting to U. S. $104,000 you 
might have consulted Mr, Raven? 

Mr. Brown: As I recall, it was 
after 5 o’clock and Mr. Raven had 
left the office. 

; Dr. Sellett: ‘Could you not have 
reached him by ’phone? 

Mr. Brown: Well, yes. 

Dr. Sellett: Did you make any 


effort to get in, touch with him? | 


Big Deal Alone 
Mr. Rrown: No. 

, _ Dr. Sellett: Must we under- 
jstand that in a transaction involv- 
ing U. S. $104,000 you acted 
without his ‘authority? 

a Brown: That’s the actual 
‘act, . 


the - market had 
oved upward as he (Mr. Brown) 
kad anticipated and contrary to 


not |. 


ing 
Wel] 
| 


the expectations of his colleagues | 
in the firm, who were anticipating : 
a drop, with the result that there ; 
was an actual loss on the “short 
sales”’ effected. through Mr. 
Raven's account of U. S. $9,000. 
The reply was “yes.” i 

Prosecuting counsel then took 
up the point that the transaction | 
wns not a short sale in any real! 
sense of the term, “as all you did j. 
was to take U. S. $104,000 worth 
of securities of various clients and 
sell them.” 

“Baldly, isn't that the fact?” 

Mr, Brown: No, we set it up 
as a short sale. 

Dr. Sellett: Actually you cabled 
to Pierce and Company to sell so 
many shares, and the only shares 
they had were shares belonging to 
your clients? 

Mr. Brown: 
be true. 

Dr. Sellett: Now, having com- 
mitted Mr, Raven to the extent of 
U. S. $104,000, did you tell him 
about it when he came to the office 
next morning? 
a a 

Myr, Brown: I don’t recall that 
I did. 


That happened to: 


Consulted Driscoll 

answering Dr. Sellett’s 
regarding the general 
manner in which the A.-O.F.C. 
handled customers’ fully-paid 
securities, Mr. Brown said he had 


In 
questions 


consulted Mr. Driscoll, He was: 
sure Driscoll agreed with the | 
procedure, but he could not 


remember the date on which he 


had discussed the matter with 
him, 
Dr, Sellett: Then is it not 


strange that Driscoll should have 
insisted, as he testified here, that 
the shares of Mr. Maurice Ben- 
jamin be transferred to safekeep- 
ing. 

Mr. Brown: Two different 
relationships were involved, One 
was a trust matter, the other was 
a trading matter. 

Turning to the question of 
“matching” orders, that is, selling 
out a “long’’ client in order to 
effect a short sale, a practice 


| been refreshed. 


known as “bucketing,” Dr, Sellett 
produced a bundle of copies of 
A.-O.F.C, cablegrams and proceed- 
ed to shoot some exceedingly point- 
ed questions at the witness, 

Dr. Sellett: You gave instruc- 
tions that orders were not to be 
matched, did you not? 

Mr. Brown: I don’t recall giv- 
ing instructions, but several 
orders were matched in 1933. 

Dr. Sellett: With your approval? 

Mr. Brown: Yes. 

Dr, Sellett: Why did you testify 
differently yesterday? 

Mr. Brown: I didn’t approve at 
‘ first. 

Dr. Sellett: Why did you change 
; your story— use you saw all 
ithese cablegrams here? 

Mr. Brown: I thought it over 
last night and remembered that 
we had matched many orders in 
1938, 

Prosecuting counsel then  sug- 
gested that employees of the 
company had been reprimanded 
by Mr. Brown if orders were not 
matched when it was possible to 


match them. Mr. Brown didn’t 
remember, . . 
Dr. Sellett: Didn’t you de- 


liberately lie about this matter of 
matching orders when you were- 
on the stand yesterday? I repeat, 
el you deliberately lie about. 
iv? 

Mr. Brown: No, I said we had 
matched orders. I didn’t remer-: 
ber all. My memory has sinde: 


Dr. Sellett: I suggest that: 
there was so much matching that : 
you could not possibly have -for~.. 
gotten. And wasn’t the effect of | 
your testimony yesterday that you 
disapproved of matching? . . . - 

Mr. Brown: I don’t think. so. ..- 
_ Towards the close of the morn- 
ing session, in the course of an: 
argument between counsel for ‘the: 
defence and Dr. Sellett as to the 
necessity of certain evidence, Judge 


Helmiek intervened with': the. 
remark peas the cross-examination 
0 r. Brown was long-drewn-ou 

because of the avasive amavaie ue ; 


‘the defendant-witness, 
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Pviee Blamed For Deals 
| With Fully-Paid Shares 
| And Code Number Account 


Exhaustive Questioning Of Brown Persists During 
Third Day; Prosecutor Breaks Down Argument 
Of Cable Costs Against Safekeeping 


RAVEN TOOK “CONSERVATIVE ATTITUDE,” 
DID NOT DISCUSS PROPRIETY . | 


Ending his third day of examination and _cross- 
examination on charges of larceny, fraud and embezzlement 
which are being brought against him and Mr. Frank Jay 
Raven as Officers of the defunct American-Oriental Finance 
Company, Mr. J. Warner Brown held again yesterday to his 
denial that he had dealt illegally with clients’ fully-paid 
‘shares which were put into the A.-O.F.C. ‘‘margin’”’ account 
land hypothecated to Messrs. E. A. Pierce and Company. 
| During another day of gruelling questioning on the mass of 
documented evidence piled up by the prosecution, he main- 
tained that the policy of the firm had been correct “so long 
as the company was strong and able to deliver shares to 


-- .—prohibitive 
Mr. 
Exports. 


an 
being delivered to a bank in New 
Youk, were they 


were heing 
uecount?—F don’t think so. 


clients when wanted.” 

Dr. George Sellett, prosecuting} 
for the Government in the U.S.! 
Court for China, was unable to; 
diaw from witness any statement 
regarding Mr. Raven’s part in the 
policy of the company, other than 
a statement that he had taken a: 
“conservative attitude.” 

Sitting and standing room was}; 
again at a premium when court 
opened in the morning. A bevy 
lof housewives had come with their 
'needies and knitting wrapped up 
in towels, to settle down for the 
morning. Mr. M. Spselman and 
;a number of financial men were 
in time to get front row seats, 
\while a well-known cabaret owner 
; Was comfortably ensconced in the! 
rear. 

J, Warner Brown carried his 
bulky brief-cas2 io the witness- 
stand and as Dr. Sellett prepared 
to resume questioning him, he 
said: “I would like to correct a 
statement I made on Saturday re-. 
garding bucketing. I was misled 
by Dr. Sellett. All cf our orders. 
were put through E. A. Pierce as 
actual sales. My statements were, 
that we did nothing illegal in the; 
A.-O.F.C. in the way of bucket-: 
ing.” \ 


Matching Sales 
Dr. Sellett: What do you mean 
—that every purchase wos a sale 
through E. A. Pierce? Did you 
jever match sales? 


i 


| Brown: Yes, occasionally. 

| Every time you had a buyer 
{and a seller for the same stock 
\it was the policy of the company 
to mateh sales?—Yes, generally. 

Out of a barrage of questions 
arising from this lead, witness} 
contradicted -his first statements 
and said that he did not approve 
of “matching” and that very few 
such transactions had _ taken 
place. 

Dr. Sellett: You did nothing to 
prevent that practice?—I didn’t 
approve of it. 

_, Well, if you didn’t approve of 
it, who did approve of it?—The: 
|cable department. : 
|__Weren’t you the manager?—., 
Yes. i ‘ . 
: I put it to you that you knew} 
it was the policy of the company . 
‘and that it was carried out con-* 
| tinually—No. i 


. ne 


» know. 


“Name One Person” 


Seeming to be greatly interest- 
ed in witness’ statement that he 
had not approved of this policy, 
Dr. Sellett asked: ‘“‘Name one 
nerson in the company whom you 
told not to match orders—just 


‘one person.” 


A long silence ensued, after 
which Brown said he could not 
remember, but that he had not 
approved from the very beginning. 
Then he suid he thought he had 
issued instructions, 

Dr. Sellett: What happened?— 
I told them not to do it again. 

That was all that happened?— 
I don’t remember one such trans- 
action a year, 

Now, what are we to believe? 
—TI didn’t approve of it, 
wasn’t the policy of th2 company. 

Charged Cables, Taxes 

A period of relentless question. 
ing on another tack ensued in 
which Dr. Sellett wrung from 
witness a qualified admission that 
although no cable expenses were 
incurred when “matching orders” 
eceurred, clients were neverthe- 
less charged with cable costs. 
Witness ‘said he thought this was 
usual banking practice, in ex- 
change transactions, ete, i 

Dr. Sellett: Dg 
any other bank than the Amer- 
ican-Oriental Bank followed this 
practice. Any reputable bank ?— 


| I heard that it was. 


You charged cach client with 
the stock exchange tax?—I don’t 
I didn’t sce how the orders 
were made up. ‘ 

You, as manager of the A.- 
‘O.F.C. for five years, didn’t know: 
that clients were charged this! 
tax?—No. : 

The prosecutor’s manner grew’ 
gentle again “as he asked witness 
about his statements made on 
Friday, in which he justified the: 
practice of keeping. fully-paid- 
stocks of clients in the A.-O.F.C.: i 
margin account. He asked him | 
to recapitulate them. Witness 
said that-they were: the prohibi- 
tive cable costs which clients 
‘would not absorb; the fact that: , 
the company was strong and able} | 
to deliver shares whenever want- 
ed by. the clients; the fact that 
glieits’ might want to use fully- 
paid shares as margin for trad-| | 

er ‘in, connection. with ex-| | 


you know that ' 


A Compiainer 


Sellett: Did you ever find) 


Dy 


a client who cemplained about the. 


cablus?—Yes, | 
Ford Motor 


gost of 


Crowe, of the 


that 


were 


Sellett: I submit 
Iflis) shares 


Dr. 
example. 


not?7— Yes. 
told his shures 
the margin 


Was Mr. Crowe 
kept in 


Was there ever a client during! 


your five years’ experience who 
didn't want his stocks put in, 
safekeeping beenuse of  prohibi- 
tive cable charg --Witness§ did 
not answer. 

Dr. Sellett then tried. unsue- 


cesstully, to get a definite state- 
ment on the attitude of Mr, 
Raven towards the propriety of 
keeping fully-paid shares in the 
margin account. Mr. Brewn 
would only say that the attitude 
of Mr. Raven had been one con- 
cern for clients’ pratection and 
that he had taken 2 “conservative 
attitude " 
What Mr. Raver Wanted 

Then we may believe that he} 
wanted the fully-paid shares kept 
in safekeeping?-—-Witness replied 
in the affirmative, but qualified 
his answer in several dfferent! 
ways, 

T want to 
did cr did 
think that 
that he took the 
view that something 
done about it. 

What were you goin to de 
about it?—We didn’t disc that. 

I am very -nuch interested to 
know on just what side Mr. 
Raven was, when the decision was 
made to dea] in the way you did 
for five years?—He was on the, 
conservative side, 1 

Returning to the matter of 
“prohibitive cable costs.” Dr. 
Sellett drew from witness an 
estimaie that if would cost U.S.85 
to instruct E. A. Pieree to buy 
and put shares in safekeeping. 
Then he admitted that a code 
word for “buy and put in safe- 
keeping” would cost no more than 
the word “huy.” For putting 
them in and out of safekeeping if 


know 
not 
we dis 


whether you, 
i it?-—" 
it and i 
conservative: 
should be 


would cost about U.S.$1.59, 
Why Prohibitive 
Is that prohibitive?—I don't 


think that your example is aver- 
uge. We would have to include, 
a statement of the halance of 
shares in safekeeping. ; 

Why? You never did it by let-' 
ter, did you? Why should you 
adopt Pierce and Company pro-! 
eedure just because you are using. 


: @ more expeditious way of send-j 
‘ing messages?—I think 
j have to do it. it 


we would ; 
These practices of the A.-0.F.C.? 
were fully known to yer ana Mr. 
Kaven?—It was known t> me. | 

Tid vou ever discuss with Mr. 
Raven in the last three or four 
years the matter of fully-paid! 
shares? — I think I remember: 
mentioning Mr. Haley’s report. i 

Dr. Sellett was unable again to 
get any definite answer regarding 
conversations with Mr. Raven. 


Exasperated, he asked: Ts this 
one subject upon which your 
memory is very, very dim or are 


you now in the sorry predicament 
of being manager of this company 
for five years and vet not being 
able to recall whst view your’ 
superior took regarding fully-paid 
shares? Sa. 
The “Conservative Attitude” { 
Mr. Brown said he took the: 
“conservative attitude,” but would , 
not elucidate further. 
. Dr. Sellett: 
this way—that the A:-O.F.C., for ; 
four-and-a-half’ years while you 
were its manager. consistently 


hypothecated fully-vaid securities 
and the responsibility “for doing, 


i. 


M 


Then we have it ff 


“ 


a. ey ae 


PA Ki Nepal bys Me yi Ne lay iy! Shasta oo 


ey 


, 


'fully-paid shares in this way?-~ Jv. Sellett: So e. highest 5 ‘ tied 
| Not. single-handed. Po you dee eee Sh. $2,200; aN hy Net Direeily, lati H 
| Who else?--I discussed it withand the lowest Sh. $1,760—is that | Dy Selletts Wire your velahons | 
‘various people and they agreed co? ' with Mr. Raven not such that you . 
‘for the reasons mentioned that “Mr. Brown: Yes. But I paid in could Haye talecdt, ge aa 
tit was legal. tive per cent. of my salary to arent umt Si oD wee sk ice ee 
‘Dr. Sellett: Did Mr. Raven supciannuation fund. To this five 4h Brown: : his and u e ott a 
fawree or did he not agree with per cent. the A.-O.F.C. added five | cipher accounts, wets ay en as 
iyour method of handling custom- per cent. Company accounts. ooked to the 
pers? fully-paid shares? Further questions to the wit- 
; My. Brown: He generally ness by Dr. Sellett elicited the} 
hagreed with proposals IT put up to information that Mr. Brown had, 
him, been absent from Shanghai oni yaye 
. Yes Or Pad . ‘ ‘several eccésions ne . ix| pe Brown: Yes 

: vy. Selleté: Did he or did he employment with the A.-C BOF Gre tae Sey Rae gis . 

‘not agree with the practice in He took two weeks’ vaention in| wee Scllett; What did Mr. Raven 
‘handling — fully-paid shares—did 1932, unother two-three weeks in ">. Brown: He told me he. 


¥ nls eas SOR De & anea - with Septe sy, 1934. During February-! : : : 
you ever discuss the matter with September, i During February would take the matter up with: 


Raven Trust Company and, there- 

eke to Mr. Driscoll. 

lett: Did you net mention | 
Raven, even in a small: 


tae * a 
thins? March, 1934 he was on 2 trip to 2 sae 

i Mr Brown: No, T did not Hongkong, Centon and Manila. Mr. Driscoll. : 
‘bring the matter up with him. In June, 1934, he went to the Afiernoon Session 


Dr. Sellett: During the several U.S.A. via Siberia, returning to Scemingly untired after the | 
‘s that you we re with the A.- Shanghai in October of that year. grilling morning — session, Dr. 
did you not mention the In January-February, | 1955 - he 'Sellett continued in the afternoon | 
matter = of 2 handling fully-paid spent about one month in Manils, ‘with a presentation of various 
shares even in casual conversa- Finally, on May 7, 19385 he again vents concerned with the put-j 
tions with Mr. Raven? proceeded to Manila and was stilling of shares in safekeeping. | 
Mr. Brown: Yes, casually. Pnere when the Raven concerns ‘Producing a letter from Mr. | 
Dr. Sellet Did Mr. Raver crashed. jDriscoll referring to the shares ; 
take an interest in the affairs of Dr. Sellett: So, except for the of Mr. Maurice Benjamin, which | 
the A.-O.F.C.? periods mentioned, you were con-‘stid in part: “if it should be in- | 
Mr. Brown: Yes. tinuously in Shanghai while in tle convenient for you to_ transfer 
Dr. Sellett: Where was his! employ of the A.-O.F.C.? these shares at this time,” he; 
office in .elation 10 yours? . Mr. Brown: Yes, apart) from asked whether any reason occurred | 
Mr. Brown: Before he moved! Vitits te Nanking for a day or to witness why this expression | 
his office to the building of thel! tWe- : : should have been used. He replied’ 
‘Asia Realty Company it was nexi|- Mr. Brown's Duties oes to gs oot as cual 
‘door to mine in the building at}. we ee said es sete eueeade Ghee. You ST Rae hea. 
29 Nanking Read. the duties 0 ice-President, poo" 7S ae ‘ Rees 
A Gonnectiik Door Marager and Director of the ta put uP ie atioun ens Cees 
Dr, Sellett: Was there a con-},A.-O.F.C SR eee ae Che Siang 2 " ye 
necting door between your two’; Dr ilett then eg te Rc Rane “Don't fee ehiek that oe 
offices? jer amination to e question bah Ascend ae x ial) 
Mr. Brown: Yes. of the sil oat wero of Mr. cA aad he used that a 
Dr. Sellett: Was i si by | | Maurice enjantin, Whose name ae, een eee, pi voenuatt H 
‘both of you in ae oe ant ‘was mentioned in the course of ; Wasn't B, condileration of any | 
: rp & [ieee & 3 »* importance ?-—-We could have done 
from cach other’s offices? ioe Shetieeee for cus pa it. : 
Mr. Brown: S. ‘ition as a customer whose shares aa " 
Dr, Sellett: Ne long did you! |had been transferred to safekeep- ne Sagat = qe ah 
have these connecting offices? || ins “little by little’ at Mr. Questioned on the reso 0) | 


Witness renlie _{{Driseoll’s insistence. minutes at which it was “decided . 
Haven had ee ae teen Answering Dr. Sellett’s  ques- te set. anide tne der ped ete ae 
during the lattes part of 1930,: tions, Mr. Brown said that the Ber ern one Rates ek Gis i 
the greater part of 1931 and alse’ duestion of transferring | these 2 pen gry hee af ‘ gees wel 
during the early part of 1952. Te! shares to safekceping was discuss- Ree es us enti ee 3 feet i 
liscussed A.-O.F.C. affai with cd by the Executive Council of + Are : ae Phe na the 1 
Ravdh almose daily durinies ‘the Raven entcrprises in Septem- ease them because the R. ri 
-' ber, 1838, after the matter had Co. accounts were undermargined | 
i 2 und he kept insisting upon more, 
|and Mr. Driscoll. urity. He denied knowing of |; 
' 


M 
those periads. t 
Dr. 'Sellett: Was Mr. Raven{ {been talked over by Mr. Brown 


available to the managers of all, ‘Dr. Sellett: Did Mr. Driscoll ask any reason fer the reference in| 


his corporations in < % s i i , 
dene ions in about the same} 1 ''to transfer these shares to the minutes to. the return of Mr.' 
Mr. Brown: Yes ' safekeeping? Benjamin, but finally said he might , 
De ONE Wh : 4 have differed from the view of! 
< = ett: a hat read did | others on the Executive Council. ! 
‘A.-O.F eae net rom the’ Mr. Brown: Yes. ‘He was looking after the interests: 
A.-O.F.C.? i i Dr. Sellett: And what was your; of the A.-O.F.C, H 
Drew An Allowance lreply.? H They were influenced by the | 


Mr. Brown replied that he drew! Mr. Brown: I told Mr. Driscoll’ fact that the shares belonged to} 
a EN ee and not a salary. ‘that the -R. T. Co. cipher accounts. Mr. Benjamin, chat they didn’t | 
Dr. Sellett: What is the differ-| would have to be properly margin- +; belong to the Finance Company, 
Ae tea an allowance and al ed before anything could be done. ‘while you were thinking of the 
ja . Dr. Sellett: Did you suggest to: A.O.F.C.?—They took the other || 
t this point Mr. Evans objected! him that it would be inconvenient. !' position. i 

on the ground that the Court had} to transfer Mr. Benjamin’s shares ; That the property belonging. to |’ 


previously ruled .that the question} to safekeeping? ' Mr. Benjamin should be put in; 
‘si the salaries: drawn by Mr. Mr. Brown: No, I was concerned | safekeeping ?—Yes. # ’ 

rown: and Mr. Raven was im-| to get these cipher accounts pro-| Taking up’ the mattcr of the| 
material. I don t object to the? nerly margined. : R, T. Co. accounts. Isn’t it a fact | 
question as such,” counsel said, Huge Debit Balances | that there was a general increase 


no it scems to me a waste of Dr. Sellett: One of these| in the debit balances in these, 
time to seek information which j‘accounts, R. T. Co. 101-I.1, which, accounts from ‘the opening until | 
sagt ge oa . _. }iwas the account of Mr. Raven—j; the close of the company ?—Wit- | 

rie Had Very well, we'll wait |'this account had a debit balance | ‘ness admitted that there was. |! 
Ree: Rath aven takes the witness-| of U.S. $100,000 or more through-|. Looking at the minutes of that || 
stand—that is, if he does take the| out the. summer of 198332 When! meeting, the letter to E. A. Pierce | 


witness-stand. all the securities in it were sold}. transferring the Benjamin shares, | 

—_ em Tmpeoper Remark . bout after the crash, there remain- | the letter ‘from Driscoll on that 
. Mr. Evans protested that this | og a debit balance of U.S. $116,000 |; matter—do you still insist that 
was an __ improper remark, as| is that correct? ~~ you were using it simply as a 
counsel for the prosecution had}: Mr. Brown: Yes. ijtever to get-more margin ?—Yes. 
no right to suggest that Mr.|. pr. Sellett: Did you know that|'' You have no. explanation for the 


Raven would not take the witness-|Hthis account was heavil “yj yeni ” 
A ‘ { F y under-|, words “inconvenience,” no explana- 
istand. Judge Helmick ordered that |!margined in -1933? tion for the “mention ag Mr. 


Dr. Sellett’s remarx be striexeu | Mr, Brown: Yes. Benjamin’s return to Shanghai? 

from the record. . Dr. Selktt: What efforts did |; —No. 

pr. Sellett: Now, Mr. Brown,|.you .make to get Mr. Raven’s| How about your own account? 

What salary were you getting from | account properly .margined? 7 

“ee The highest salary ji — gg ae oe matter | : 

I received was Sh. $2,200 per ie Vi ee Ee 

month. At one time it was Sh | \ 
a) 


$1,760. 


icy of the company, wasn’t; 


the summer 1933 until 'the pol 
‘J uary, 193-4. there an it?—Witness did not answer. H 
improvement in the — general Wasn’t the matter of public 
condition ?—J don’t recall. confidence an important thing 
Brown's Losses When you made up the balance 
Dir. Sellett then produced records ,sheet?—We wanted to show as 
h showed that the account of good a sheet as we could. 
witness had gone from a debit, Out of an admission that the 
balance of U.S. $21,000 in June,!code acccunt was of no assistance 
1933, to a debit balance of U.S.'to the A.-O.F.C. in dealing, Dr. 
$70,000 in January, 1934. :Settlett proceeded to ask whether 
And ‘that was the period during ‘or not the auditor might not have 
which you were objecting to the! been thus induced to believe that 
transfer of the Benjamin shares the account was a bona-fide client’s 
into safekeeping. Do vou still want |trust account, Witness said he 
us to understand that you are,didn’t think so, that they could 
giving a full and frank statement? | have asked him. 
—Yes. | Did they in fact ever ask you 
And it was easy to fulfill the!about the R. T. Co. accounts?— 
margin requirements of FE. <A.|No. 
Pierce ?—Most of the time. : Suppose they had asked what 
And you actually had more than: R. T. Co. 106-1-7 was in the spring 
the 2zmount of your paid-up capital ‘of 19352—I would have told them. 
invested in shares of the Raven; Do you think the auditor would 
Group ?—-T don’t think so. ‘have permitted it to be set up as 
Dr. Sellett then referred to ajen assct of the Finance Company? 
Ictter written by Mr. Brown to!—I don’t know. 
Mr. Price in New York in which } Do you think that any auditor 
he said, in part, that “we have | 
borrowed to the limit with local; permitted it?—There 
banks and Kleffel refuses to grant !answer from witness. 
more loans. We are carrying the Don’t you recall the auditors 
Raven accounts for over a million asking about the accounts and 


of 


Was 


wiie 


was no 


dollars.” ibeing told they were clients of 
Transferring his interest then; the Raven Trust?—No, 
to the’ eccount called 106-L.-7,! Tf I recall your testimony 


which he called a “queer creature” !cerrectly you said that your ac- 
which was consistently dealt with !count had been transferred to Mrs, 
tis though the debit baianze it: Brown’s name because the auditors 
showed was en asset of the ;objected to a director having an 
A-O.F.S., Dr, Sellett asked why ;account, What did the auditors 
it came into being. Witness said'say to you on this occasion ?— 
it was the trading account and; They wanted me to pay it off or 
the error account. .to make some other disposal of 
Why didn’t you carry it just as ‘it. 
the A.-O.F.C. trading account?— }; 


Put In Wife’s Name 


| 


worthy of confidence would have . 


He suggested that we do it, 


Manipulation Seen 

And if it had been incorporated 
in the balance sheet as it should 
have, it would have showed, in- 
stead of an asset of U. S, $117,- 
000, a debit of U. S. $204,000 when 
the vaiue of the securities had 
been allowed for?—Yes. 

And the balance sheet would 
have showed a loss instead of a 
profit?—Unless we took it out of 
reserves, _ . Fs pe 

In order to show a profit you 
-had to write. your reserves down? 
‘—We wrote them down because 
of investments. ° 

Yes, your investments were de- 
preciating. It would have been 
written out of: reserves rather 
than to show a loss. That was 


It was one of Mr, Price's ideas, 


And you transferred it to her 
neme in early 1935 prior to the 
certifying of the balance sheet for 
1934?—Yes. 

Pid you discuss this with Mr. 
Raven?—I think so. I discussed 
with” him the matter. of a loan 
from the bank .to pay it off. I 
made a loan of $20,000. I may 
have talked the other matter over 
with him, but I can’t remember. 
_.As manager of the A.-O.F.C.. 
you transferred an account of: 
U.S. $48,009 without the know- 
ledge, approva] or consent of Mr. 
Raven?—Did you inform = him of 
this at any time?—I think I did. 

Did you remain responsible for 
the account?—I thin f signed the 
signature card. . 

Was the $20,000 from the 
A.-O.B.C. /ever actually paid into 


1 
ithe account?—] meade the loan 
| 


iwith My, Walter Raven and later 


it was recalled. 
Why ?—Because 1 could not: 
supply the securit: 7 thourit I! 


could get, 


} Turning to the Haley acenunt 
iin which mention v deaf 
the “dangercus with 
regard to fully-p ke pe 
in the margin account, which 


stated “we are wide open io legal 
procedure if such oa | osition 
jshould come about,” Dr. fotlett: 
ketone witness whom he had dis-' 
cussed this report with, He said 
jhe might have talked if over with ' 
Mr. Rosse, but he did not remem-: 
‘ber that he took any particular 
stand on the matter, 

Did you diseuss ii with anvene 


else7—] don’t recall any direct. 
conversation with anyc.e. 

_, Didn’t it cccur to you to take | 
it up with Mr. Drissoil in the! 


same way you did previously with; 
Mr. Price?—I may have moeintisned ! 
it to him. } 
is | 


Cress-examination of Mr. Brown 
expccted to continue as court 
resumes to-day and it is probable | 
that Mr. Raven wi!! take the stand | 
in the afternoon, ’ 
—-—eee— ; 


l 


*Mr. Brown Admits That 
Raven Company Engaged | 


THE SHANGHAT SUNDAY, TIMES, 


J ANUARY 26, 


i] Dr. 
these statements? 


1936 


Sellett: What did you in-! 
tend Mr. Basset to understand by) 


Mr. Evans objected, but Dr.! 
iI Sellett said his purpose was tol 
[bises criminal intent, and ihe} 
| objection was overruled. Mr. 


eé 33 : 
In Bucketing Deals | 222. 33% Ss wetien & 


Dr. 
A.-O.F.C. Practice Of Dealing In Fully-Paid 
Shares Belonging To Customers Of Concern 


EVIDENCE FOR DEFENCE STARTS AFTER US.' 


COURT DENIES MOTION TO DISMISS CASE 


An admission that the American-Oriental Finance 


Corporation had been engaged in ‘‘bucketing” operations ig 


connection with the handling of customers’ fully-paid securi-! 


ties was made by Mr. J. Warner Brown in the United States! 


Court for China yesterday morning under cross-examination 
by Dr. George Sellett, U. S. District Attorney, who is con- 
ducting the prosecution of Mr. Brown and Mr. Frank J. 
Raven on 16 counts of theft, embezzlement and fraud in 
connection with the collapse of the American-Oriental 
Finance Corporation and kindred enterprises in May of last 


Sellett Relentlessly Questions Defendant On: 


year. 

The cross-examination of Mr. 
Brown was continued from Fri- 
day, when the defendant first took 
the witness-stand in his own de- 
fence and was confined to the 
methods of the A.-O.F.C. in the 
handling of customers’ securities 
which had been paid for in full. 

Pursuing his questioning with 
“relentlessness and rapidity, the 
Assistant District Attorney start- 
ed off yesterday morning by refer- 
ence to the transactions which the 
A.-O.F.C, had with Mr. Lucien 
Claude Basset, one of the com- 
plaining witnesses in the case, who 
previcusly testified to the loss of 
his full-paid securities, amounting 
in value to about U.S. $50,000. 

Those Signature Cards 

Dr. Sellett pointed out that Mr. 
Basset’s signature card was blank 
on the side provided for hypothe- 
cation consent. To which Mr. 
Brown replied that salesmen had 
instructions to get both sides of 
the cards signed. 

Dr. Sellett: But some clients 
paid in full for their shares? 

Mr. Brown: Every account was 
regarded as'a tradine account. I 
did not know Mr. Basset’s card 
was not signed on both sides. I, 
insisted that al] clients sign the 
hypothecation consent. That was’ 
the rule of the corporation. 

Dr. Sellett: Suppese Mr. Bas-t| 
set had refused to sign this con- 
sent—-would you have told him io 
take his account out? 

Mr. Brown: Likely. 

Dr. Sellett: There were some 
25 to 50 signature cards with the 
Aypothecation consent not signed 
-—were you aware of that? 

Mr. Brown: I was not. = I} 
hadn’t reviewed them for a year} 
or more. 

.. Prosecuting counsel then asked || 
4f E. A. Pierce and’ Company also} 
‘lemanded that clients who bought 
fully-paid -shares sign a hypothe- 
ention consent. Mr. Brown said 
that they did. 

Would Terminate Actount - 

Dr. Sellett: Would you have 
terminated the Basset account if 
you had found out that the 

. hypothecation eensent was un-! 


signed? i, 
Mr. Brown: Yes. 
Br, SeHett: You would have | 


taken all his shares out of the! 
.margin account with Pierce and/’ 
‘Company, paying three-fourths of 
their value to get them otit, and}: 
turned them over to him, besider.| - 
at tae Oy a his credit_- balance “of; 


ane 


‘the complaining 


Mr. Brown said he would. 

In the case of the transaction 
with Major Howard, another ct 
witnesses who 
paid for his shares in full and 
did not sign a hypothecation eon- 
sent, Mr. Brown said that the fact 
that Majer Howard had given a 
draft in payment was “all the 
more reason” why the consent 
should have been signed. 

Dr. Sellett: That draft was 
drawn by the Shanghai branch of 
the National City Bank of New 
York on the New York office of 
that bank, in favour of the A.- 
O.F.C. Were you afraid the bank 
would fold up before. the draft 
could be cashed? 

Mr. Brown: It represented an 
outstanding obligation for 30 days. 


Same In Other Cases 

‘In further testimony, Mr. Brown 
told the Court that he would have 
told the other complaining wit- 
nesses in the case, Messrs. Kirk- 
land, Yates and Brown, to take 
out their accounts if he had known 
that they had not signed hypothe- 
cation consents: Where these con- 
sents had been crossed out on 
signature cards, it was done with- 
out his knowledge or authority. 
He did not know it had been done 
until he came to court., 

In turning again to the Bas- 
set transactions, witness told Dr. 
Sellett that there was good reason 
for demanding a ‘hypothecation 
consent in this case because the’ 
client gave no money with his 
first order. 

Dr. Sellett: But what greater, 
protection was there for the A.- 
U.F.C. if he had signed it—your 
risk was the same in either case? 

Brokerage House Procedure 

Mr. Brown: It was brokerage | 
hhouse procedure. 

Dr. Sellett: I am aware of 
ikat, but a lot of brokerage house 
procedure was unfortunately not 
inherited by the A.-O.F.C. And 
you don’t in any case appear to be 
familiar with that procedure. 

On objection by the defence, the 
last part of Dr. Sellett’s state- 
ment was ordered stricken from 
the record. 

Prosecuting counse} — select- 


\ 


‘ed from the Government exhibits 


in the case a series of advices and 
statements sent to Mr. Basset 
advising this client that the A.- 
0.F.C. had “on hand” for him 
300 A. T. & T. shares and 100 
Western Union shares. These 
were > handed: to aad Brown. i 


convey to Mr. Basset that he was 
“long” on the shares. 

Dr. Sellett: Did you not in- 
tend to convey to him that the 
'ishares were fully paid for? 


‘| Mr. Brown: I don’t think so. 
Would Not Mislead 
Dr. Sellett: Then do you not 


| think that he might have been 
misled by these statements? 

Mr. Brown (after a lengthy 
i pause): The statements 9 only 
‘showed that these shares were 
available for him. 

Dr. Sellett: Had he no right 
to infer that the shares were held 
‘for him, free and unencumbered? 

Mr. Brown: The statements 
don’t say so. The shares were 
available to him when he wanted 
them. 

Dr. Sellett: If the A.-O.F.C 
had no A. T. & T. or Western 
Union shares, were the statements 
still correct? 

Mr. Brown: Yes. 

“Bucketing” Operations 

Dr. Sellett then turned to prac- 
tices which he described as 
“bucketing” operations, and drew | 
from the witness admissions that j 
it was the A.-O.F.C’s practice, to! 
sell out a “long” client in aed 
tn effect a short sale. 

Prosecuting counsel then een 
a hypothetical case. ‘Suppose,” 
he said, “Client A buys 100 shares 
of General Motors, paying for 
them in full. The A.-O.F.C. places: 
the shares in the margin account 
with -Pierce and Companv. Later, 
Client B comes in and places an 
ordey for the short sale of 100; 
General Motors. Would you sell! 
out Client A in order to fill the} 
order of Client B? | 

Mr. Brown: Yes. 

Dr. Sellett: Suppose Client A 
comes in and asks for his shares? 

Mr. Brown: Then we have to 
gc out and buy them. 

Dr. Sellett: Do you tell Client 
A that that is what you would 
have to do? 

Balance Each Other 

Mr. Brown finally answered by 
Saying that the two transactions, 
Client A and Client B; “balanced 
each other.” 

Continuing with his hypothe- 
tical example, Dr. Sellett said: 
“Let us suppose that you bought 
Client A’s 100 General Motors at} 

‘ 25. The market rises. When.you} 
have to deliver the shares to; 

'Client A, the price is no longer 25,' 
jbut 50. That will mean that the 

A.-O.F.C. has lost $2,500. Are 

my mathematics correct? 
| Mr. Brown: Yes. 

Dr. Sellett: So that result is 
that the A-O.F.C. has speculated. 
and. lost $2,500, less any commis- 
sions which # may have made on, 
the Client A and B transactions? 

Mr. Brown: Yes. 

Knows About “Bucketing” 

1° Dr. Sellett: Do you know what 

“bucketing” is? Ever heard of it?. 

Mr. Brown: Yes. 

Dr. Sellett: The transaction we. 
have just described—do you know 
that that is “bucketing?” 


* cxamination by Dr, George Sellett, 


Mr. Brown: Not when it is. Replying briefly, Dr. Sellett read’ 
through Pierce and -Company-—— correspondence which’ had passed 
through a brokerage house. between the American-Oriental 

Dr. Sellett: If the A.-O.F.C. Finance Corporation and a Mr. M. 
had handled these transactions as S. Chen, who had testified for the 
they should have done, they could prosecution as to certain supposed- 
not have made or lost anything by ly safekeeping share transactions 
fluctuations in the market as far, Which he had with the corporation. 
as customers’ fully-paid securities; He then pr to analyze some 
were concerned. These would have of the evidence for the prosecution 
been in safekeeping. But the and to quote authoritative cases 
r migeee ne took. a position against rd eat core of the contentions of 
its icnts and stood to win or the defence, a leave in 1930 weve spe’ 
lose by fluctuations in the value of Each defendant was not guilty | two eth in ila oiice. a EAL 
the sg ego oags bok the case? o ee Se ated ager ieai Pierce and Company, San Fran- 

r. Brown ‘ter a lon ause) : r. Sellett said. “But, e continu-i! oj = 
1Yes, iad , _ ed, “when there is intent from the: risco, studying these classes of 


' Pass . business in relation to share deal- 
Dr. Sellett: Of course! It’s as Very beginning to appropriate) ings, both “margin” and fully- 


simple as A.B.C. And that is the Property, then it becomes larceny. | paid. He went through the var- 
‘way the so-called “short sales” What haprened to the property | ious .departments under the guid- 
{were made. co fea * igeg ayers boat ance of Mr, Wood and Mr. Curtis, 
ent: Brown: We had very few they intended to happen to it. officials of E. A. Pierce and Com- 


Dr. Sellett: Yes, but such as you Mhis: ney darceny: by: ‘trick, sani Mr. Price Advises 
had were handled in that way. qq, Words Unnecessary “In_ 1930,” witness continued, 
| What Basset Believed No words, written or spoken, “Mr. Price was secretary and legai 
( Reverting again to the Basset Ste needed to lay the basis fcr advisor to the A.-O.F.C. with Mr. 
ishares, Dr. Sellett asked Mr. false pretence, The defendants did Frank J. Hill as his assistant. Mr, 
ek ML aoe pa OM ipa dec example, that his shares were safe.| Price passed on all forms, includ- 
the D.C showin ‘that his Does anyone suppose that Mr.jing signature cards, from a legal 
shares were “on neuat was not Basset would have parted with his standpoint. I discussed with him 
entitled, as a veusonably intelligent Money if he had known what wes: procedure in regard to fully-paid 
man with business axpertoneer tS happening. The evidence is over-,shares. I also talked to Mr. Hill 
helieve that the A.O.F’c. actuall whelming of continued embezzle-,and Mr. Raven on the same sub- 
ihad the: stated: number oe haven ment in the Bassett transactions. :ject. Mr. Price told me it was 
“on hand” for him. “He might be vith regard to the Howard quite legal for us to carry fully 
mistaken, but he would loniealt case, the Government is awarc,paid shares in our margin account 
believe that?” counsel queried Y that the defendants were rot in| with Pierce and Company as we 
: ~ ae Shanghai. But from at least May}were not subject to the rules of 
Mr. Brown: They were available| 18, 1930, both defendants knew|the New York Stock Exchange, 
lo him if he wanted to get them.| that all business with these com-|and provided we kept our financial 
_ Dr. Sellett: Would he not be-| plaining witnesses would be carried | position so that we could meet any 
lieve that they were actually in| on as it was in fact carried on.|demand made on us for delivery 
New York, in the hands of Pierce} It does not matter whether they |of shares.” 


Mr. Brown said he never been 
an officer or director of the 
American-Oriental Banking Cor- 
poration, the Raven Trust Com- 
pany or the Asia Realty Company.. 

When he joined the A.-O.F.C. in 
1930, he became a director and 
vice-president. At that time he 
had had no experience of: finance 
company work, nor experience of 
trading in New York securities or 
commodities. While on home 


‘in favour thereof,’ 


and Company, who supposedly held were in the United States or 


3 2, r Timbuctoo; they knew their sub- 
Sar ee him through the ordinates would carry on accord- 
|. Mr. Brown: I don't know what | 'T¥ & design. 


he believed.” (Laughter among the Eelieree. Sad Conctasies 
audience). 
Dr. Sellett: What would 

Jedge Helmick then intervened. 
“Do you czre what he would have 
‘believed?” he asked. The Court 
ithe:: adjourned to Monday at 10 
{&.m, 

{ Friday's Proceedings. 

In view of the protracted 
[mature of the case, which has al- 
;ready entered its fourth week, 
jand the desire of both the prosecu- 
jtion and the defence to hurry it cn 
as much as possible, the’ Court 
tcok the unpreccdented step of [| age, 
‘sittin: on Friday, the a ; 

,0f the Chinese New 
-entire day 


overwhelming.” 
‘Chen testimony, 


may now: present their case. 


then took the witness-stand. 


Year. The {i stitutions, 


was devoted to the 


who took the witness-stand in his 
own defence, and his cross- 
| join the 
‘Banking Corporation. He 
married 


Assistant District Attorney. 
Shortly after the cpening of 
the sessicn, and after stipulations 
of formal evidence regarding the 
liquidation of the Raven concerns 
had been entered-in the record, |; 
:Mr. Richard T. Evans, counsel 
for Mr. Warner Brown, sub-| 
mitted a motion for the dismissal 
of the case against both of the de-: 
‘fendants, advancing four grounds 


California, 
Requested By Raven 


assistant manager. 


__,Motion To Dismiss 

First of all, counsel submitted, , 
there was no evidence submitted by 
the Government which showed 
larceny, Secondly, the evidence led, 
after making every fair inference, 


in favour of the govern id: 
HOt Bhioat ee ment, did 


joined the. A.-O.F.C. at 
Raven’s request. ' 


Thirdly, 


there had been any. conversion by; 
the defendants either of money oe 


charge of 
and finally, 
of felonious or ¢riminal itent. 


“I submit,” Dr. Sellett conclud- 
ain ed, ore the Court bog tiey altern- 
; : . . beget ative but to overrule the motion. 
‘have believed in his position? The evidence is conclusive and | not. 


Replying to his counsel, Mr. C. 
S. Franklin, he said that he was 
an American citizen, -46 years of 
5 and had considerable ex- 
pening day || perience in American banking in- 
He came to China in 
. ‘| the Latter part of 1918 to audit the 
testimony of Mr. J. Warner Brown, |i hooks of the Presbyterian Mission 
in South China. He continued with 
the Mission until 1923 and then} 
American ~ Oriental | 
was | 
in 1914 ‘and had three 
children. His wife was now in 


; It was at the request of Mr. 
! Baven that he ao the colle 
his rst post ing that 
In 1925, he 
became manager of the Tientsin 
branch of the bank. He went on 
home leave in 19380 and upon his 
return in September of that 7 
Yr. 


Mr. Franklin: Did Mr. Price 
give any reasons for that proce- 
dure? 

Mr. Brown: Yes, he said it was 
a different matter with Pierce and 
Company, because they were 
members of the New York Stock 
Exchange while the A.-O.F.C, wus 
The A.-O.F.C. was therefore 
not bound by the same procedure. 


Judge Helmick: In face of the |He also referred.to’ the cost of 


1 te: the motion to|transferring shares in and out of 
cismiss is overruled. The defence |safekeeping daily, which he said 


would be prohibitive on account 


Mr. John Warner Brown, co- |of cables. 
defendant of Mr. Frank J. Raven, 


Mr. Franklin: Did you consider 
the possibility of placing securi- 
ties in safe-keeping by. means of 
letters to Pierce and Company, 
instead of by cabling? 

Safekeeping Unnecessary 

Mr. Brown: Yes, I discussed 
that with Mr. Price. He said it 
would. not be necessary: so long as 
we maintained a cash position and 
were able to deliver shares on 
demand. a 

Mr, Franklin then asked the wit- 
ness whether he also had an ac- 
count with the A.-O.F.C, Witness |, 
said that he did, under his own 
name. ‘ ‘ 

. “Why did you transfer that ac- 
count into your wife’s.. name?” 
counsel queried. 

Mr. Brown: Because the audi- 
tor said he didn’t want a director, 
of the corporation-to have an ac- 
count on the books, N 

Questioned regarding the exten- , 
sive “short” sales in Apri: andj 
May,-1935, just before the Raven | 
concerns crashed, and which were ; 
the subject of considerable testi-, 
mony -by witnesses for* the pro-; 
secution, Mr. Brown said the ques-; 
tion of making these sales through 
the cipher accounts 160-L7 and 
101-I1, the first of which was the 
A.-O.F.C’s account with itself and 
the second the account -of. Mr. 
Raven, came up for discussion ini 
\ April. Several officials felt that 
the market was well down and 
short sales. He 


hich was what actual- 


ii £7 S 
a 


No Cash Needed 

Mr. Franklin: Did you consider 
at that time that the A.-O.F.C. 
was in need of cash? 

Witness: I did not. 

Mr. Brown added that neither. 
in his opinion, did the American- 
Oriental Banking Corporation need 
cash. He knew that’-money was 
“tight.” but not more so than dur- 
ing the proceding six months. 

Replying to further questions, 
Mr. Brown told the Court that he 
left Shanghai for Manila on May 
7, 1935, and had no idea at that 
time that the American-Oriental 
; Banking Corporation was in a pre- 
carious condition. 

“When I was told by Mr. Cook 
in the Manila office that a wire 
had been received from Mr. C. 
V. Starr, stating that the Raven 
concerns had closed down, 
first words were that it was not 
true. 

Sellett Cross-Examines 

Dr. Sellett then rose to cross- 
examine the witness and question- 
ed him closely about the know- 
ledge which he had gained regard- 
ing the handling of fully-paid 
shares when he had been for two 
weeks in the Pierce offices in San 
Francisco. Counsel for the pro- 
secution then turned to the prac- 
tice of the A.-O.F.C. in the hand- 
ling of customers’  fully-paid 
shares, 

Dr. Sellett; Assuming I was a 
client of the A.-C.F.C., and had 
had no conversation whatsoever 
with you, or anyone else, as to 
the manner in which the A.-O.F.C, 
was going to handle my fully- 
paid shares, and I came to you. 
and placed an’ order for 100 A.T. 

Pec visigin ise Bae 
and T., and when you notified me 
that my order had been executed 
I gave you my draft in full pay- 
ment of the amount of the pur- 
chase—regulations or no regula- 
tions of the New York Stock Ex- 
change—would not you, as 
business man, know that it was 


yupon whether you had any out- 
standing orders, © . 

. .. Dictates Of Conscience 

Dr. Sellett (with vigour): I 
jhave no outstanding orders and 
{them’to you! I have paid you 
every cent on those shares. 
Fose you had 


legal advice—what would your 
‘own conscience tell you was the 
: Lea) thing to do with that pro-. 
'” Mr, Brown: Hold it for your 
account, 

Dr. Sellett; Would your con- 
science permit’ you to take that 
propetty arid’ hypothecate it for 
the’ account of the A..0.F-C.? 

Mr. Brown: 


my |i) : 
you feel that, under those circum- 


ai] Dr. 


It would depend, 


the facts are just-as I have related. 
Sup-. 


8 never seen Jim 
‘Price and never had his expert’ 


As long as I could : 


make delivery on demand I should 
,think it would be all right. 
' ‘Dr. Sellett: You think that 
under the circumstances described, 
after I had paid in full for the 
shares, you would be within your 
rights 
bankers and saying: ‘Here are 
some shares. Lend me $5,000 on 
them.” Do you fecl 
have a right to io that? 

Brown Hesitates 

Mr. Brown (after long hesita- 
tion): As long as I could repay 
you at any, time—yes. 

Dr. Sellett: Suppose you are in 
the banking business. I come to 
you and say: “Here are 100 shares 
of A.T. and T. I wish you to kcep 
j them for me. I may want to use 
them one of these days, to borrow 
on them’ from your bank.” Would 


stances, you could take my 100 
shares over to the Bank of China 
and borrow money on them? 

Mr. Brown: I don’t think that 
is an equitable question. I think 
you would have to say whether 
‘they were for safekeeping or not. 
’ Dr. Sellett: I don’t even say 
anything about safekeeping. 
don’t know that word; it is not 
in my vocabulary. I say: 
are my shares. Some day I might 
want to borrow money on them.” 
Can you, the next day, take them 
to the Bank of China and borrow 
on them for your own bank’s use? 

Sees No Comparison 

Mr. Brown (after a long pause): 
:Ldon’t think tnere is a comparison 
“with this business, considering the 

distance from New York. 

| Dr. Sellett: In your business 
as a banker over a period of some 
13 to 15 years, you had occasion 
to receive from time to time, from 
bank clients, certain property, 
other than money — stocks, pro- 
perty or bonds, etc.? 

Mr. Brown: Yes. 

Sellett: Did you ever feel 
at liberty, in any of those cases, 
to take that property and hypothe- 
cate it for the bank’s purposes? 

Mr. Brown: No. 

‘Dr. Sellett: Do you think that 
a different code of ethics, or 
4 morals, or whatever you want to 

call it, would be applicable in a 
brokerage concern? 
Defendant Silent 

Mr. Brown did not reply. 

Dr. SeHett: Let us go back to 
San Francisco. You wrote a letter 
from there to Mr. Raven on May 
13, 1930, stating: “I took up 
with Mr, Curtis the question of 
securities in thé margin account 
that had been fully paid for. When 
that happens with Pierce, they take 
them out of margin and place them 

‘in safekeeping. We will arrange 
‘\to do this, as the liability in this 
-|respect is considerable in case we 
-tshould have such shares in our 
imargin account and borrowed 
‘lagainst them.” Were you sur- 
‘|prised that Pierce and Company 
should handle fully-paid shares in 
{that way? 

Mr. Brown; No. 

Dr. Sellett: Of course not! You 
would know that. the broker has 
no business hypothecating or en- 


in taking them to your; 


you would’ 


{! 


Here! 


(S 2O-D 


{ 

icumbering property which belongs 
{to clients? You would understand 
‘it in that way, even if you had 
,hever heard of the rules of the 
‘stock exchange—wouldn’t you? 
Mr. Brown: Yes. 
Dr. Sellett: So, 


when you 


learned how Pierce and Company ' 


. were handling safekeeping shares, 


reason they set them aside was 
|} because there was some rule of 
:the stock exchange? Your com- 
mon sense told you that they had 
,to be kept free and unencumber- 
ed? 

i Mr. Brown: You treat them in 
tsuch a way that when delivery is 
lealled for you are able to make 


jit. 

His Mental Attitude 
| Dr. SeHiett: Before your return 
to China, I Submit that your ment- 
‘al attitude was that fully-paid 


unencumbered—is that not so? 

Mr. Brown: Yes, that is why 

I wrote that letter to Mr. Raven 
,;on May 138, 1930. 
Dr. Sellett: 
lyou say not one word about the 
{regulations of the New York Stock 
Exchange? 

Mr. Brown: No, that is right. 

Dr. Settleti: Did you subse- 
quently change your mind on the 
question of setting aside, in safe- 
| keeping, customers’ fully-paid 
shares? 

Mr. Brown: Yes, in the course 
of the next year. I was chiefly 
influenced by Mr. Price’s counsel. 
I discussed the matter with Mr. 
Raven. The thing that impressed 
me was that the A.-O.F.C. was 
tremendously sound at the time 
and that we could make delivery 
of shures at any time whenever 
anyone came in and asked for 
them. 

Using Others’ Property 

Dr. Sellett: Still, you were con- 
scious of the fact that it was 
someone else's property you were 
dealing; in? 

Mr. Brown: Yes. 

Answering questions concerning 
the shares bought and fully paid 
for by Mr. Lucien Claude Basset, 
one of the complaining witnesses 
in the case, Mr. Brown said he 
did not know that Mr. Basset’s 
shares had been fully paid for, 


you didn’t think that the only; 


jshares should be kept free and | 


And in that letter |‘ 


since only short-margined accounts |. 


were referred to him. 

Dr. Sellett: Would not a pro- 
per understanding of your finan- 
cial position with Pierce and Com- 
pany and your obligations to your 
clients necessitate your having full 
information as to all fully-paid 
shares? IY put this to you as a 
business man of long experience? 

Mr. Brown: Yes. 

—— <0 6 
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Contrary to expectation, the 
session of the United States Court 
for China yesterday morning, ai! 
which the Assistant District At-; 
torney, Dr. George Sellett, con-! 
eluded his presentation of the case 
for the prosecution in the trial 
of Mr. Frank J. Raven and Mr, J. 
Warner Brown on 16 counts of 
theft, embezzlement and fraud,! 
provided one rather sensational | 
highlight when Mr. Thomas} 
Waung, former chief accountant: 
of the American-Oriental Finance | 
Corporation and the last ‘Govern- 
ment witness in the case, testified 
as to certain items which appear- 
ed in_ the balance sheet of the 
A.-O.F.C. when it was still a go-| 
ing concern. 

Mr. Waung testified that the 
A.-O.F.C.’s_ trading account with! 
itself in New York stocks and 
commodities had been listed in the 
balance sheet at the end of 1934 
as a collectable asset. This ac- 
count, the witness said, showed a 
debit balance of U.S. $117,914, 
which amount was secured to the 
extent of only U. S. $39,009. 

Should Be Written Of 

In the course of further testi- 
mony, Mr. Waung told the Court 
;that it had been his opinion that 
jthis account should be written off! 
entirely and he expressed this 
opinion to Mr. Warner Brown and 
to Mr. Weyler. These officials told 
him that the matter would be 
taken care of in 1935 by applying 
to the outstanding balance certain 
exchange profits which had been 
made, and which, as far as the 
witness recalled, amounted to $50,- 
000 or $60,000, Chinese currency. 

Referring to the sizeable short 
sales which appeared in the trad-! 
ing account which Mr. Raven had: 


| 


{ 
t 


with the A.-O.F.C. and. similar 
sales which appeared in the} 
A.-O.F.C’s account with itself, in 


April and May, 1935, shortly be- 
fore the crash of the Raven con- 
cerns, Mr. Waung said that the 
orders for these short sales had 
been filled out by wir. Brown and 
Mr. Weyler. 

The items in question were re- 
ferred to extensively in the_evi- 
dence given earlier by Mr. Dris- 
coll and Mr. Haley and more light 
was shed on them by Mr. Waung. 

Witness said he had brought the 
short sales to the attention of Mr. 
Warner Brown when they appear- 
ed for entry into the books. 


A.-O.F.C. Had Account With 
Itself, Listed As Asset 


Witness Tells Of Strange Item In Firm’s Balance 
Sheet As Prosecution’s Case In Raven Trial 
Closes; Raven’s Salary Said Immaterial 


Qh 


i 


“I asked 


Mr. Brown if these! 


—s, 
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sales had been made intentionally. | 


He replicd ‘yes.’ I then remarked 
that the market appeared to be 
taking un upward turn, Mr. Brown 
agreed. I asked, then, why these 
sales had been made, 
Brown replied that it was by order 


of the Executive Council. x 
In previous cvidence_ it was 
established that this Executive ;' 


Council had been set up to direct 
the destinies of all the Raven 


entérprises and the evidence given! 


yesterday by Mr. Thomas aung, 
regarding short sales, related toa 
statement made by Dr. 
Sellett more than three weeks ago. 
when, in outlining the case for the 
presecution, he declared that this 
Executive Council, at the head of 
which stood Mr. Raven, had plung- 
ed wildly on the stock market in 
a desperate effort to save the 
Raven enterprises just hefore the 
crash came. 
Salaries Not Matcrial 

During the course of Mr. 

Waung’s testimony yesterday, Dr. 


Sellett tried unsuccessfully to have |: 


the witness testify to the salaries 
which Messrs. 
had received from the A.-O.F.C. 
Mr. Richard T. Evans, counsel 
for Mr. Raven, objected that any 
such evidence was immaterial. 
Dr. .Sellett: If they received 
only nominal salaries, that might 
indicate one thing as to motive or 
intent. If, however, they received, 
let us say, salaries of $2,800 a 
month, that would indicate some- 
thing else. 
The 


Judge Helmick: objection 


iby the defence is well taken. 


Sellett: I want the record 
to show that the Government 
sought to, put in evidence what 
the salaries were from January 1, 
1920, to May 23, 1935, that the 
defence objected and that the 
cbjection was sustained. 

Judge Helmick: It seems to me 
quite immaterial, from the point 
of view of responsibility, what an 
officer is ‘paid. His duties and 
responsibilities are there. 

Wants It In Record 

Dr. Selett: I want the record 
to show the evidence which the 
Government is seeking to intro- 
duce. 


Dr. 


George | 


Raven and Brown) 


1é 
13 
i 


i 


sand = Mat: 
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Mr. Evans: That’s only another |, 


way of putting in this evidence, 
which is precisely what we are 
objecting to. 

Judge Helmick: I cannot see the 
materiality. The amount of the 
salaries . neither . enhances nor 
diminishes the officers’ responsibil- 
ity. Could they submit as a defence 
the contention that they were 
underpaid? 7 ~ 

The argument on the point ‘at 
issue proceeded for several min- 


utes, with the Judge upholding 
the defence objection. ‘ eine 
Dr. Sellett then asked Mr. 


Waung the number of-clients the 
A.-O.F.C. had when it closed down. 
The witness replied that there 
were approximately 4650. 

The defence is due to get into 
its stride to-day after submitting 
a motion to the Court.for the dis- 
missal of the charges on the usual 
ground that the evidence submit- 
ted by the prosecution does not 
constitute a case against the de- 
fendants. Both Mr. Raven and Mr. 
Brown are | 


ary o 


apart witnesses. 


expected to take the}. 
witness-stand -in a own defence,} - 


stone + 
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R li e : where he usually, deposited alt! 
in filing. | 
evealing Testimony Is Hear ea “Nows Ming Hibbard, 
Given By Mr. Hough And 22.82 nits ce 
e g re Bere practice to initial docu-! 
R 9 fe ‘ments? | 
Miss Hibbard: Yes. 
aven’s Own Secretary _ 0: Scie: wii aa, 
Li . . ee eee Raven’s initial, on a document | 
iquidator Discloses In U.S. Court Sorry State Of aia Sone Signified 


Raven Concerns; Miss Hibbard Tells Of Mr. Miss Hibbard: It signified that, 
Raven’s Handling: Of Haley’s Report 2 ol Raven had given it his all 


TE Ta, Witness then went on to say’ 
CASE FOR PROSECUTION ENDS TO-DAY; ‘that she next saw the document 
ONLY ONE WIT c 3 > when asked by Mr. Hough to look 
ITNESS TO BE CALLED for it in the files. That was after: 

Evid ———— : the Raven concerns had gone into' 
Svidence of consider: = < liquidation. She found it in Mr. 
view of the Be eG rien importance from the point of, Raven’s “H” file, which was a 
the ae Ap cution, and of revealing interest as far as ‘‘miscellancous folder.” i 
e general public is concerned, was tendered yesterday Replying to further questions, 
afternoon in the United States Court for China by Mr. Fran} Miss Hibbard identified Govern- 


fant ; ; ixhibit 238 as 
L. Hough, Liquidator of the Raven enterprises, and Miss ey ie gO from ee nea 


vie Eleanor Hibbard, formerly private secretary to Mr. to Mr. Raven. 

rank J. Raven, at the resumed trial of Mr. Raven, and his _, Dr. Sellett: | Whose initial is | 
confrere Mr. J. Warner Brown, who are charged on 167 the at ee ; } 
eonnts with theft, embezzicment and fraud arising from the! aan tie cee in- | 

Wea a Vie wien ge Raat in May of last year. ‘itials which appear on it? 
. ° » over whic eer eS) [imme earings: Miss Hibbard: Those are the 

3 Dr. ett: iss. : e 

Tadas Minoan a, Hronieie Dreeeew, See Gene de Rn, eee ok, RNS. OF Me, Kletel and Mey) 
ae ° Raid hi : Vs Brown. : | 
sin "tostaty the Ticfonce. nad [MR,oMee carly, Je ABE, shortly | PA" Tingle, quenion, was, put, to 
M at ne erogs-examination of Miss Hibbard: Yes, I rememb the witness in cross-examination | 
entis iad ee the last witness to be | i¢ quite well, 7 ® er! by Mr. Evans. “Do you recall 
ed yesterday, and Dr. George ¥ having had any conversation with 


Sellett, Assistant District Attor- Dr, | Sellett: _ Where was Mr. . % : 
vex attuciel Gixe the eee Raven’s office situated? Mr. Kaven regarding the report 


iss Hi 3 y submitted by Mr. Haley?” he: 
merit proposed to call. only one: Ratt Mibbatd: At SO Nanking) cucried Mins Hibbard “ replied} 
be called this pol ote and — Dr. Sellett: Did you hear any that she did not. s 
case for the defence will then. | of the: conversation: ‘between; Mr. The reine sas soe Frank 
open. Mr. Raven (is zepresented; Haley and Mr. Raven? loush, i x 


pets Mi 5 = I.. Hough, who is the Liquidator 
by Attorney Richard T. Evans of, iss: Hibbard: “No. of the American-Oriental Finance 


Bala Sil Pedi Me C. S. Franklin; Identifies Document Corporation, the American-Orien- 
re Mr. Srown. ‘| witness then identified Govern-| t#l Banking Corporation and the 
Raven's Sceretary Testifies '|ment Exhibit 307, which is the Raven ‘Trust Company, and 
Efficient-locking, bespectacled, ; report which Mr, Haley testified Trustee of the Asia Realty Com- 
but decidedly pretty, Miss Olive’ having handed to Mr. Raven in} pany, which is undergoing re- 

Eleanor Hibbard took the witness- the latter’s office at about the time | org2nization. : 
stard for the prosecution and, stated. Replying to Dr. Sellett, witness 
: ; we Dr, Sellett: You have seen this! gave his age as 51, nationality 
replying:. to questions by Dr.}|Gocument before? American, and said he had ‘been 
Scilett, told the Court that she!| Miss Hibbard: Yes. in Shanghai three years. His 
was an American citizen, 27 years Dr. Sellett: When did you first regular business was manager of 
old, and that she had spent most |see_ it? the R.C.A. Victor. Company of 
of her life in Shanghai. Miss Hibbard: When I filed it.} Chine. i 
_ Witness said that she had been Dr. Sellett then drew the wit-|! _ Continuing, Mr. Hough said he 
in the. employ of Mr. Frank L.j||ness’s attention to an initial “R” had prepared a statement show- 
Hough, Liquidator of the Raven jon the top right-hand corner of ing the position of affairs of the 
‘concerns, since the latter closed:|the first page of the document. American-Oriental Finance Cor- 
down in May of last year. “Do you recognize that initial?” |. poration as of May 24, 1935, the 
to that she had worked for he queried. date on which the Raven con-; 
Raven group for about eight yeara.'|° Miss Hibbard: Yes, it is the} Ce™ms failed to reopen. This 
At first, she was. with the Asia//initial of Mr. Raven, . statement, which witness produced, 
Realty Company, but. in June, Dr, Sellett: In his own hand- |; #2ve information: as to the assets’ 
1928, she became private secretary writing? i of the A.-O.F.C. at that date, the 
to Mr. Frank J. Raven, a osition Miss Hibbard: Yes. ] value of those assets, and partic-. 
which she contisiued to hold until Prosecuting counsel then drew j ulars of the corporation's liabili- 
the crash. : the witness’s attention to the nota-|t ties. : , BY Re wed 
Dr, Sellett: As private secretary tion “February, 1934” appearing t In estimating the value .of the, 
to Mr. Raven, did you have charge ||"ext to the initial. “In whose aescts, witness said, he had taken, » 
of the filing of documents relating writing is that notation?” he Cin cases in _which.; assets > had 
to the businem of the American- |] ried. — : l already been: xealized, the figures 
Oriental Finance _ Her _Own Writing t at which -fhey-had actually _boen: 
Miss Hibbard; That is ¢ disposed: UF, Not alf.the, asteté had, 
writing ; is my own tg ee ogy piiof = rane Pear thal) 
<, : 4 e total’ amount realized . from 
Pg Acciiae Pabeil = you get ‘ the assets sold, ‘plus the--estimated 
Miss Hibbard: s t realizable value ‘of the assets still 
cee ce ae eee tec ly Se Eek: Giapaeas 2h) eas Sh. $1.- 
{Raven’s desk, from the place|} 996,387.14 . against. liabilities to- 

talling Sh. $7,822,012.93. 
. Evidence Objected To 

* At this stage, counsel for the 
wy f defence -objected to the. intraduc-: 
tion of this evidence,.and all evi-: 
4 i’ dence on the statements, as irrele-: 


ree) 1 


the. Cane 53. 


$500.000. If I get that much Vi} 


consider myself very fortunate. 


Dr. Sellett: How 


banks, excluding the American- 


Oriental Banking Corporation, on 


the date of the closure, May 23, 
1935? 


Mr. Hough: About Sh. $10,000, / sider 
but this sum, which was in several 
was held by those banks 
tracts which ; pan 


banks, 

against exchange con 

they had with the A.-O.F.C. 
Collections Made 


In reply to further questions, + 


much cash did { 
the A.-O.F.C, have on hand with! 


| the have gained since 


i 
t Company and 


debentures which the <A.-O.F.C 

held at the time of the closure? 

Mr. Hough: Sh. $174,910.71. 
No Real Value Before 

Dr. Sellett (re-examining): 

the basis of the knowledge w 


do you con- 


as Liquidator, 
of the 


that the shares 
A.-O.F.C., A.-O.B.C., 
Asia Realty Com- 
y had any real 
before the closure? 
Mr. Hough: No, I do not think 
they were worth anything. 
This concluded Mr. Hough’s 


over 


3 
' Mr. Driscoll: I asked My. Raven | 
‘about the sales but 
On | hadn’t given any 
hich : 

you took/do 
' Warner Brown 
Raven Trust: that he 
‘matter. 
value even; 


evi-{said he did 


x & 


a! 
ceived the confirmation slips from | 
the A.-O.F.C., what did you do? | 
he said he, 
instructions. 
Mr. Evans: And what did you 
then? 

Mr. Driscoll]: I approached Mr.; 
and he simply said! 


would take care of the | 


Mr. Evans then asked the wit- 
ness whether he regalled a tiffin 
conversation with Mr. Rasen in 


| the Spiing of 1934, Mr. Drisecll ! 


not recall it, where- 


Mr. Hough said that, as regards). i n¢ . 
the A.-C.F.C., he had collected fidence and counsel for the defence | upon Mr. Evans said he might re- 
about Sh. $160,000 and U.S. | moved to strike all of it from the!firesh the witness’s mcmory by 
$7,400 since liquidation started, | record 2s irrelevant. Judge Hel-jstating that Mr. Raven had re- 
Dr, Sellett: What was the I mick overruted the mction and animarked at the time that. it was 
amount or valid claims against the | exception was noted. _ ithe worst tiffin he had ever had. 
‘A.-O.F.C. on May 24, 1935? t Prior to the hearing ef the testi-/ Judge Helmick: This will have 
y of Miss Hibbard and mit. !to stop. You cannot ask a question 


Mr. Hough; 
641.78. 
Dr. Sellett:- 


So that if your 


previers figure of Sh. $1,396,- |. 


$87.14, given as an estimate of 
the total realizable value of A.- 
O.F.C. assets, is correct, then you 
would have only that sum with 
which to discharge valid claims 
amounting to Sh. $3,239,641.787 

Mr. Hough: That is correct. 

Witness then went on to state 
that considerable sums were owing 
to the A.-O.F.C. by officers and 
emnlovees of the Raven concerns, 
including the A.-O.F.C., when the 
erash came, 

Non-Collectable Accounts 
Dr. Sellett: Have you been able 


to collect anything on those 
accounts 7 
Mr. Hough: No, nothing. 


Dr. Sellett: Mr. Raven was a 
debtor through a R, T. Co. ac- 
count. Have you collected any- 
thing on that? 

Mr. Hough: No. 

Dr. Sellett: Or anything on the 
accounts of Mr. Hill, Mr. Price, 


Mr. Driscoll or Mr. Warner 
Brown? 
Mr. Hough: No. 


Prosecuting counsel then asked 


About Sh.$3,239,- | mcm 


the witness whether the figure of. 
valid claims which he had _ pre-, 


viously given included liabilities 
in respect of capital stock, namely, 
liabilities to shareholders. The 
answer was in the negative. 

The A.-O.F.C., he continued, 
held shares in the American- 
Oriental Banking Corporation, the 
Raven Tiust Company and the 
Asia Realty Company. 

Shares Valueless 

/ Dr. Sellett: In estimating the 
\value of the A.-C.F.C’s assets, did 
‘you accord any value to these 
jshares? 

Mr. Hough; No. 
Witness added 
creditors of the A.-O.F.C. could 
expect a dividend of about 1% 
He hoped that the 


king 

gst abut, 
., Regarding’ the’position of ‘the 
‘Asia. Realty Company, witness 
jsaid that there were unsecured 
creditors: to the approximate 
amount of. Sh. $2,500,000. The 


bered propert: 
ture and. fixthres. All 

estate was mortgaged... - 
-Franklin .Cross-Examines 


deposits which the -A.-O.F.C, . had 
with the.’A.-O.B,C.:on May 24, 
J1985. .There was-one deposit of 
Sh. $13,2558.26. witness said, and 
this was worth. 20 per cent. to the 
A.-O.F.C, aa a general creditor of 
the bank. -  € 
"-Mr.-Franklin: Did the A.-0.F.C. 
not also. havé on deposit with the 
3A.S, $90,000 7 . 
‘Hau 


Mr. “Frat : - What was the 
\gmount of Asia Realty shares and 


Suc, SASS 


! 
‘company owned no free, unencum- : 
excepting furni-. 
its real { 


.| tion 


Mr. C. 8, Franklin: then cross-— 
examined the: witness regarding . 


Not as far as I 


that general |' 


Hough, two of the prosecution 
previous witnesses, Mr. Hermann 
man, and Mr, Alfred H. Driscoll, 
former <A.-O.F.C. secretary, were 
‘reenlled by the defence for fur- 
‘ther cross-examination. This was 
preceded by the cross-examination 
of Mr. C. J. Haley, prosecution 
witness of the previous day, which 
occupied all of the morning and 
part of the afternoon session, 


Aufwerber Recalled 
The defence questioning of Mr. 
Aufwerber related to the A.-O.F.C. 


practice with regard to getting 
customers to endorse signature 
cards. 

Replying to Mr. Franklin, Mr. 
Aufwerber agreed that he had 
never got a signature ecard fron. 
‘Mr. Stanley G. Kirkland, one of 


‘the camplaining witnesses in the 
case. 

“Fyom some clients,” witness 
said, “it was difficult to get signa- 
ture cards, especially Chinese 
clients. 

Mr. Franklin: But you carried 
margin accounts for customers 
even if they had not completed 
signature cards? 

Mr. Aufwerber: Yes. 

_.The defence then recalled Mr. 


Driscoll and submitted him, 
through Mr. Evans, to a lengthy 
cross-examination. Witness said 


he was aware that in May, 1935 
considerable short sales had been 
debited on the A.-O.F.C. ledger to 
the account known as R. T. Co. 
101-I. 1, which was Mr. Raven’s 
account. 

Mr. Evans: How did the short 
sales in that account come about? 
' Mr. Driscoll: The first time 1 
lknew about it was when I receiv- 
led the confirmation slips of the 
ishort sales from the A.-O.F.C. 

' Mr. Evans: But were yon not, 
‘in May, 1935, the person who 
j would give instructions for such 


,, sales? 


itors of the: American- !' 
+) : Corporation. 


20, peri 


Dr. Sellett objected to the ques- 
tion since it related to a matter 
caich had arisen. in the trial 
through ancther witness, after Mr. 
Driscoll had given his evidence-in- 
chief. athe - 

Judge Helmick: I don’t see that 
if the 


question” by saying “that - instruc- 
had to be given: either by Mry 


Raven or himself. 
- Mr, Evans: Well, when you re- 


FR SPP ST me 


‘Aufwerber, former A.-O.F.C. sales- | 


‘| Raven. 2 


Yor the short-sales would have the A.-O-F.C. desired someone with 


jthat way. 

Those Cypher Accounts 
Revealing testimony Was then 
igiven by Wr. Driscoll as to the 
j motive which prompted the 
A.O.F.C. management to inaugur- 
jat2 the practice of cypher ac- 
counts for customers. This fellow- 
ed from a query by Mr. Evans to 
the witness as to whether the lIat- 
ter remembered when the practice 
was started. ; 

Mr. Driscoll: It was started | 
before 1 came to China. Mr. Price! 
explained to me that it was in-' 
augurated because the A.-O.F.G. 
expected to have a large number 
of Chinese clients, who disliked 
the prospect of other people know- 
ing about their affairs. 

Re-examined by Dr. Sellett, wit- 
ness said he had spoken to Mr. 
Raven about the short sales in his 
account probably 10 days after! 
they were made. Mr. Raven said | 
he had not authorized the sulcs 
but did nothing about it. 

Who Used Cyphers 

Coming then to the question of 
the motive for the cipher accounts. 
Dr. Sellett asked the witness if it 
was not a fact that no substantial ' 
use was made of them other than 
by persons who were officers or 
employees of the Raven enter~ 
prise. Mr. Driscoll replied that 
that was so. Other than such offi- 
cers and employees he knew of 
only one account carried under 4 
cypher number. This was the ac- 
count of a Mr. C. P. Yen, another 
was run by a Chinese employee 
named Kuo. There were about 20 
of these cipher accounts all told, 
witness added in reply to Mr. 
Evans. 

Mr. Evans’ final question to Mr. 
Driscoll was as to whether Mr. 
Raven had taken part in negotia- 
tions for the merger of the Raven 
interests with the interests of Mr. 
C. V. Starr. Witness said thet Mr. 
Raven was a participant. 

Morning Prcceedings 

When the morning svssion of 
the trial opened at 10 o’.lock, Mr.' 
Cc. S. Franklin launched into a’ 
lengthy cross-examinaticn of C.J. 
Haley, former employee of the; 
A.-O.F.C. and now a resident of 
San Francisco, who testified for 
the Government on Monday. 

Counsel for the defence lieites | 
the information that when ~ Mr. | 
. Mr. Haleywin Sar 
Francisco in 1983 it. was~becausce | 


Tea ee 


: 
; 
; 
: 
3 
4 
a 
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Raven, dealing, wong othe 
things, with the “dangerous prac- 
tice” of pledging: customers’ tully 
paid shares with FE. A. Pierce and 
Company, had been bzsed on his 
own brokerage experience. He had 
never discussed the report with 
Mr. Raven, however, and did not 
believe that he had ever discussed 
it with Mr. Brown, to whom he 
had handed a copy in Hongkong. 

Mv. Franklin then turned to Mr. 


Haley’s contract with the A.-O.F.C, | 


of June 1, 19384 and his discharge 
a few days later because, us he 
confessed in Court on Monday, he 
got “tight.” 

“Before  siguing 
did you discuss the 
tions in your report 
counsel cucried. 

Mr. Ifaley: I don’: recall. Ima 
have discussed them with Rosse 
and Brown. 

Not Carried Out 
Mr. Franklin: You knew your 


this contract, 
recommenda- 
vith anyone ?” 


{recommendations had not been 
icarried out? 
| Mr. Haley: Definitely. 
! Myr, Franklin: You considered 
the A.-O.F.C. procedure highly 
irregular? 
Mr. Haley: Highly irregular. 
Myr. Franklin: Yet you were 
willing to sign a long contract 
with the firm? 
Mr. Haley: I thought Mr. 


Raven and Mr. Brown would take 
stens to remedy the situation. 

Mr. Franklin: Before Mr. 
Brown left Shanghai in the sum- 
mer of 1934, did you not write 
him a letter promising to stay on 
the “water wagon?” 

Mr. Haley: I did. I under- 
stood at the time that I was to 


i 


gional accountant for nine west-; 
ern States. 

Hew Many Shares i 

Under resumed cross-cxamina- 


tion at the commencement cf the 
afternoon session, Mr. Haley said: 
that when the Raven concerns 
i¢rashed there were sufficient 
jShares in the A.-O.F.C’s margin‘ 


jaccount with i&. A. Pierce and’ 
Company to deliver the shares: 


which belonged to Messrs. Jones,! 
Kirkland, Howard and_- Yates,! 
complaining witnesses in the case, : 
but insufficient of the kind which’ 
Mr. Basset, another cormplaining ; 
witness, had bought. The defi- 
{ciency in the Basset shares was! 
due to short sales here. ‘ 
Mr. Franklin then attempted to 
jintroduse as evidence a htter 
'written by Mr. Weyler, forme: 
| A.-O.F.C. official, on May 9, 1935, : 
to E. A. Pierce and Company 
with reference to procedure in, 
jregard to short sales, which docu- | 
|ment the prosecution furnished at! 
the request of the defence. Dr. j 
Sellett objected to its introduc-' 
tion unless the defence would pro-' 
inise to call Mr. Weyler as a wit-| 
ness, thus enabling the prosecu-; 
tion to cross-examine him. { 
Alleged Bucketing Scheme | 
“This letter,” Dr. Sellett de- 
elared, “is a proposal to E. A.! 
Pierce and, Company to co-operate | 
with the A.-O.F.C. in a ‘bucket-| 
ing’ scheme and nothing else. | 
Judge Helmick: The letter can! 
hardly be put in through this wit- 
ness, but it may be introduced at‘ 
an appropriate point later. ! 
Mr. Franklin then fired his next | 
and final question .at the witness.' 
“Did Mr. Warner Brown usualiy: 


Le given mere latitude in the 
office. ; 
Mr. Franklin: I beliove there 


was some criticism that you hadi 
not ridden as high on the “water 
wagon’’ as you ‘might have done? 

Mr. Haley: I kelieve so. 
Letter To Brown 
Franklin then asked the 
‘witness if he had the letter he 
had written to Mr. Brown, but 
, Witness said he had not noticed 
it when going through the A.- 
!O.F.C. files for the prosecution. 

Mr. Franklin: You told Mr. 
Brown, did you not, that you would 
irun the office to the best of your 
\ ability? 

Mr. Haley: I am sure I did 
not say that, because he wouldn’t 
jeven let me sign letters. Getting 
ibusiness cards printed was all he 
would iet me do. 

My. Franklin: Did you do any- 
thing to get the conditions which 
you criticized remedied? 

Mr. Haley: I had no authority. 

Mr. Franklin: Did you take 
‘any further steps in the matter? 
Mr. Haley: There was no time. 
Only three or: four days later I 
jwas discharged. 

Answering further questions, 
witness said he did not recall anv 
occasions on which the A.-O.F.C. 
had not met nromptly calis for 
margin received from E A. Pierce 
and Company. 

When discharged by the A.- 
O.P:€:"he said he returned to the 
Tinited Sta’es. That was in the 
latter part of June, 1924. He 
staried to work for the Home 
Owners’ Loan Association, which 
is a U.S. Government ‘new deal’ 
organization, and is now its re- 


Mr. 


agree to changes which you sug-| 
gested in the office? | 
Mr. Haley: Yes. 


i 


Re-examined by Dr. Sellett, Mr. 
Haley said that on May 23, 1935, 
on the supposition that all clients 
of dhe A.-O.F-C. who were “Jong” 
Electric Bond and Share stocks 
had asked for their shares, the 
A.-O.F.C. would have had tc. deli- 
ver 11,192 of these shares, where- 
as the A.-O.F.C. had with Pierce 
and Company only 10,692, leaving : 
a shortage of 509 shares. The 
position was balanced, however, 
as regards Curtis-Wright, Doug- 
las Aircraft, Socony-Vacuum, 
I. T. & T, Packard Motor Car, 
Genera} Electric and Studebaker 
Corporation shares. 

Academic Evidence 


Judge Helvick: Isn’t this all 
rather academic. These shares 
which balanced were not really 


there, availeble for clients, since 
they were in the margin account. 
Dr. Sellett: Yes, I agree that 
the matter is somewhat academic. 
Prosecuting counse] then elicit- 
ed the information that there were 
not. with Pierce and Company suf- 
ficient A. T. & T. shares to cover! 
the deliveries which would ulti-' 
mately have to be made to A.-: 
'O.F.C. clients who had purchased , 
this stock. atl 5 ate 
A ve poin' question 
then pen to the witness by Dr.: 


Sellett. “You told Mr. Franklin,” 


hs said, “that Mr. Brown was 
usually agreeable to changes 
which you suggested in the 
| office?” 


Mr. Haley: Yes, where it con- 
cerned matter of office routine. 

Dr. Sellett: How about your 
suggestions in regard to the 
'handling of customers’ <ully-psid 
shares? ‘ A : : 

Mr. Haley: I reported my sug- 
gestions to Mr. Brown, but nothing 
was ever done ‘about them. 


‘Clients’ Securities “Trace 


eT 
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ry 
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To Sales For Officers 


Selling Orders For Ray 


Shares Held In Margin; 


, A.-O.F.C. Accounts On 
Seant Security Is 


Given, Mr. C. J. Haley Testifies 


As the case of the U.S. Gov- 
ernment against Frank J. Raven 
and J. Warner Brown went into 
its concluding stages yesterday 
afterncon, the prosecution drew 
from Mr. C. J. Haley, former 
offica manager of the A.-O.F.C., 
co-related evidence concerning 
sales for the accounts of Mr. 
Raven and the A.-O.F.C., alleged- 
ly made at the expens2 of shares 
belonging to clients and reposing 
in the general margin account. On 
May 3, 1935—20 days before the 
A.-O.F.C. and affiliates closed 
their doors—selling orders initial- 
led by Mr. Brown and amounting 
to U.S.$104,280.85 were put 
through for Mr. Raven’s 101-1-1 
account. These orders, like others 
referred to during the afternoon, 
sold shares not held in Mr. 
Raven’s own account and were not 
eovered by purchases. = oy 

Coum was adjourned in the 
morning when news of the death 
of His Majesty King George the 
Fifth was learnt. 

Referring to voluminous docu- 
ments concerning sales slips, sell- 


ing orders and margin_ positions) 


on varicas accounts, Mr. Haley 
responded to direct examination 
by Dr. George Sellett during the 
entire afternoon. 

Security . Record 


Identifying Mr. Raven’s ac- 


counts, Mr. Haley noted one de-} 


posit from 1930 to 1932, saying 
that this was later transferred to 
another account, Mr. Raven’s 
101-1-1 account. Into this ac- 


count there was paid on October 
3, 1983, U.S.$5,341.74, and on 
August 24, 1934, $18,368 in Raven 
Trust Company “A” shares. There 
was no other security. 

In the R. T. Co. 101 A-5 ac- 
count, another Raven account, 
U.S.$409.96 was the only amount 
deposited. 

As to the account of Mr. 


t rown, 


“B” were deposited on March 5, 
1982, and on October 6, 1934, 3,600 
shares of Shanghai Pahang Rub- 
ber were put in. Various other 
sums in. cash were deposited in 
1930 and 1931, and on March 8, 
1934, U.S.$20,000' was deposited 
but withdrawn by a single cheque 
within a few days. The Shanghai 
Pahang shares were later trans- 
ferred to the acccunt 
Brown. 

Raven Trust: Account 


the operation of the Trust Com- 
pany’s account RTCo. 106-L-7 
was inaugurated by the payment 
108 U.S. $5,000, witness said, but 
thereafter no deposits were made. 
As of April 23, 1935, this ac- 
count. showed a “short” position 
of $19,000; cn April 2+, 1935, it 
was $56,839.06 “short.” 

Witness testified that what 
Kaegd happened was that shares 
were being sold for this account 
out of the margin account with 
'®. A. Pierce and Company. Link- 
ing this fact up with evidence as 
Lk the shares deposi‘ed hy cus- 
tomers, witness declared that fol- 


168 shares of A.-O.F.C.. common, 


of Mrs.’ 


A trust agreement setting forth j 


lowing the sales on April 23, the, 
A.-O.F.C) accounts, both = maryi 
and safekeeping, were 200 shares! 
short in American Telephones and 
| Telegraph. In other werds, count- 
inyy the 400 shares of Mr. Bassett, 
{the A.-O.F.C. indebtedness to 
‘|their customers in this stock was 
: shares, while there were but 
I 
| 


387 shares on hand. When the 
A.-O.F.C. actually closed, they 
were 300 shares short of require- 
ments. : 
No Cevering Purchases 
There were no purchases to off-' 
set these sales, witness continued, 


per cent. margin. of! 
lihess enles, however, was the: 
isame as if the client had come in! 
and said “sell my shares.” ‘ 

An exhaustive research into the: 
rieords fellowed as Dr, Sellett: 


st 


Mt breught cut from witness a his-; ; 


tory of the margin nositions, wih! : 


ceriain. gaps which the records did! 
not shea, and tried to show how) 
deposits of clients’ shares had re-: 
flected on the strength of the ac | 


count ef the A.-O.F.C. with ‘ 
Messrs, Pierec. H 
' The trial will resume this) 
merning for an all-day session, 
when it is believed the prosecu- 
tion may close its case. 
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C Dr. Sellett then handed the; 
J H l Th witness a seven-page typewritten | 
é e a ey Trows res. document and read out a eettion:| 

i dealing with the handling of fully- | 


i ht O R paid securities by the A.-O.F.C. 
ig hr aver e Mr. Haley identified the document 
‘ ~ = the Les which He Bex hand- | 

ed to Mr. Raven an e signa-| 

With ig ully-P aid Shares ture thereon as his own. This wes 
marked for identification as Gov- 


ern’ nt Exhibit 307. 
Former A.-O.F.C, Official Testifies In U.S. Court Tc ~.. piscussion Followed 


Warning Report Written By Him In 1934; Dr. Sellett: Did you ever have 
More Evidence Given By Mr. G. M. Rosse . any conversation with Mr. Raven 
in regard to the subject matter of 


the report after you had submitted 


CASE FOR PROSECUTION EXPECTED TO it? | 


" ? Witness: No. 
END EITHER TO-DAY OR TO-MORROW Dr, Sellett then showed Mr. | 
ro . co rae. Haley what purported to be a copy | 
There is a dangerous cendition existing here. We hav. of the report he had given to Mr. | 
approximately U.S. $150,000 worth of stocks fully paid uy Raven, marked Government Ex- 
by our customers and they should be ‘held in safekeeping Ss ge ‘ 
ae : 5 you give a copy of the 
vy us for them. Such is not the case, however, as we have report to Mr. Warner Brown?” 
only approximately U.S. $50,000 in safekeeping, the balancc be queried the witness. 
at present being hypothecated to Pierce and Company, whc Witness: Yes, I did. I handed: 
in turn, no doubt, have the securities out against a bank ee ee peep aah 
“Fj Beet < : 7 gkong when I was on my way; 
loan.” These are the opening words of a section of a report to Manila to open a branch of the ; 
made carly in 1934 to Mr. Frank J. Raven by Mr. C. J. Haley, A.-O.F.C. : 
former employee of the American-Oriental Finance Corpora. Dr. Sellett: Was this the copy 
tion, and read out in the United States Court for China wep render Bg Mere gly 
yesterday afternoon at the continuance of the trial of Mr. Continuing, the witness said Mr. 
Frank J. Raven and Mr. J. Warner Brown on 16 counts of Brown told him he would study 
theft, embezzlement: and fraud arising from the crash of re ne Rend oe 
; ? ni ia hang- 
the Raven enterprises last. May. hai. Witness ected to Shanes 
This section of the report, which | Visit To San Francisco thai from Manila in the latter part 
was identified by the witness | Mr. Haley then told the Court of April, 1934. 
together with his signature there-|| that Mr. Raven visited San 


cn, dealt with the methods .of ot pr beciee agg in 1933, in July or Archaic System 
A.-O.F.C. in dealing” witir | August. As witness’s employment In describing the office system of 


customers’ fully-paid securities | with Logan and Bryan was expiz-. the A.-O.F.C. when he first assum- 

and continued as follows:se“This jing, he applied to Mr. Raven for -ed duty, Mr. Haley went on to sry 

stock is not ours but is béd ia | employment. After some negotia- that he had found it very “archaic” 

trust by us for our cliente. mn tion, Mr. Raven hired him and he as regards the keeping of records 
id 


should pay Pierce and Co came to Shanghai in November. of margin and fully paid stocks. 
for it as premptly as possible 1933 and commenced working for He proceeded to introduce separ- 
have Pierce and Company put'it | the American-Oriental Finance ate card systems for each type of 
in their safekeeping vault fo our || Corporation on a six-months’ tvial stock so that the position in re- | 
account, If anything shouldShgp- || contract, He did not see Mr. Raven gard to cach could be readily and | 
pen which would compel Pierce ||at the time of his arrival, as Mr. clearly ascertained at any time. | 
and ‘Company to liquidate any -of :|Raven was ill and laid up .at his Replying to further questions by 
a gay git * protect re 5 aa, (Home, He met him later, however. Dr. Sellett, witness ane see My. | 
erests, it is just possibl { ae F Base, Raven and Mr. Brown left ang- 
some of these fully-pald paeueities teat ok pt eigen ide ie hai for the United States in June, 
would be disposed of. If sucWean') os aa weed int aly aT ic 1934. Before their departure, wit- 
event were to occur, we woul be ing eae oe mes ibis ness was given a four-year con- 
compelled -t6 go into the epen polune woe os Ste rmet va, ee This! tract and a rise in salary. Pre- 
market and re-establish our clients wits pone BEES $1 viously he had been getting $600, 
Ssition at a possible loss to eur- work took him into many depart- 1 % h 
Pi passible Rees Ha Seale ae the. Tooke) eae, SRR RAP ee 
selves. Then, again, we are ‘keeping, with margins, with open But four days after Messrs. | 
open to legal procedure if snek ® Opoers and wi Laat pen Raven and Brown sailed, witness 
- id come ‘about.” ers and with cables. Drees ieee 
cgndition shou! me al : Dr. Sellett: Did you have con- wae eHote 4 4 P 
Prosecution Case Endine r * with 2 y r. Sellett: o dismissed you? 
i tact with the A.-O.F.C.’s Witness: I suppose it was = 


Mr, Haley, as:a witness fox, thel customers? 
présecation "Whe “Was F'specially’ = Witness: Very little. dor and Kleffel. ; 
brought-here to ‘testify,@¢ the trial, Dr. Sellett: Did you have close , Reason For Dismissal 
took the witness ‘stand wm the contact with Mr, Brown? ' Dr. Sellett: And why did they | 
afternjon “at what was.the 22nd Witness said that he did and Sismiss you? r ‘ ‘a 
session of the trial proceedings snd that he Jsad frequently discussed: Witness: I got a little “tight.” : 
bad not finished his evidence when financial matters with Mi’. Brown. ;- Dr. Sellett: You mean you were | 
the court rose at 4.45 p.m. The He then went on to describe the: somewhat intoxicated—and you! 
‘prosecution, it is understood, still: circumrtances in which he came’ came to the office in that condi-. 
have three more witnesses to call, to mgike the report on A.-O.F-C. ;: aoe a Oss 

5 Hc itness: Yes. 


‘but expect to finish their cases. word. Pan i : E 

either-to-day or to-morrow. The to ate nee i i submaitted ; Replying to further questions, 

lguzceeding innings belongs to de- Report To Mr. Raven ' Mr. Haley said that he had always 
had the most cordial relations both 


Ifence, which is. believed to, have ¢ 
2 . 5 e a 
prepared for the calling of 12. Oi Bg pie Bc gern Bos Po a with Mr. Raven and Mr. Brown. 
witnesses, including Mr. Raven: report, making the suggestion in, They had never complained about | 
and Mr, Brown, who have bgth' pir Raven's office either late in, the quality of his work, 
intimated their intention of going’ January or early in February, Since his arrival here on Novem- 
on the witness-stand. "3934, ‘less than two months after } ber 17, 1984 as a Government. wit- 
Replying to the questions put rf his arrival in Shanghai, The report Ness: Mr. Haley said he had been 
Dr, George Sellett, Assistant’ U.S.: was to cover conditions as he had’ working in the office of the Liqui-' 
District Attorney, whois conduct- found themeesince his arrival. Mr.|, dator of the Raven concerns. He 
ing the prosecution, Mr. Héley: Raven assented anti the report was i had attended the office almost daily 
told the Court that he was 8M! compiled and handed to Mr. Raven, |i since that date and had done a 
American citizen, 89 years of @fe.. in-the latter’s office, probably in } great amount of work, going 
His home was. in. San Francisco, “the early part of February, 1934. | through files and records at Dr. 
wet oe et he baa gene b9 “An far as he could recollect no| Sellett’s request. 
ngth, saying that. gone to one but Mr. Raven and himself Those Cipher Accounts 
Japan in ‘the lstter part of 1821. was present at. the time. ~ Dr. Seblett eral the witness 


- ployment with the A.-0.F.C.: he 
had noticed various cipher accounts 
in the general ledger. of the 

. A.-O.F.C. Witness replied that he 
had seen them, but that he did not 
‘know who the beneficiaries, were. 


in 1925-and:worked for,-the firm 
of Logan-and ‘Bryan as -from 
January’ of ©1927. This firm, -he' 
said, was the largest wire broker- 
age house in the United States. 
and he continued Poti Tr 


.juntil it closed down;.in_ 


eee ER ee Se acme 


He returned “to: tte United “States "whether, in the course of his em-- 


Yr. Sellett: Did you know that 
of these accounts was Mr. 
aven’s? 
Witness: No, Mr. Raven had an 
old account which was in kis own 


nanie. 

Dr. Sellett: Who kept the cards 
of the “R. T. Co.” margin 
accounts ? 

Witness: Mr. Brown. 


Mr. Haley was then shown a 
composite statement of the trad- 
ing accounts which Mr. Raven and 
Mr. Brown had with the A-O.F.C 
for their dealings in New. York 
securities and the witness identi- 
fied it as a state 


ment which he had | 
ared from the office records of 


Mr. Curtis, replying to Dr. Sel- An Empty Title 

lett, said that the debit balance of fReiterating his testimony of 

the A.-O.F.C. with Pierce and pyiday, witness said that his title: 
{ Company on May 23, 1935, the, treasurer was an empty one and} 
; date when the Raven enterprises that he only did a very small part: 
' crashed, amounted to U.S. $865,- of the treasurer’s work. He did not; 
| 516.67. Against this indebtedness, attend more than four or five direc-| 
| Pierce and Company held securi- tors’ meetings, two or three of} 
i ties to a total value of U.S. $895,4 these being while Messrs. Raven) 
{000 (his earlier estimate of U.S. and Brown were away. is ee ae 
of 1934 to 


{|31,100,000 was incorrect) plus two A..O.F.C. at the end 

pletters of credit totalling U. S. take up a position with Swan, Cul-| 

|,5230,000. bertson and Fritz. | 
Dr. Sellett: Among the U. S. ‘Answering Dr. Sellett’s final 


i'sg95,0c0 worth of securities were.questions in direct examination, 
iithere included securities having @)Mr. Rosse said that when he left 
{value of U. S. $3 or less, upon) 
which Pierce and Company placed! 
Yno loan value? 

| Witness: That is so. 
Describing the liquidation 


| 


' 
the A.-O.F.C, his account showed a} 
debit balance of about U.S.$19,000. ! 
Later he changed his shares in) 
the account to bonds. After the! 
of A.-O.F.C. closed down, his account: 


prep , Fs or lthe A.-O.F.C, securities by Pierce was sold out and left a debit; 
the ey vee in the office ‘and Company after the Raven balance of about U.S.$1,700. | 
the Liquic es i Falanges ‘erash, Mr, Curtis said that sales; Cross-examined by Mr. C. S.| 
This peas eit showed the debit \effected on May 27, 1935 reduced|Franklin on how the A.-O.F.C. 
ie eat end of each month !the A.-O.F.C. balance to U.S. $21.-\handled its customers’ fully-paid 
balance at the en 191.97. Sales effected on May 23,lshares, witness said he first learn- 


in the A.-O.F.C.’s margin, ‘or gen- 
eral, account with E. A. Pierce and 
Company, San Francisco, along- 
side corresponding month-end debit 
‘balances in the margin accounts 
which Mr. Raven and Mr. Brown 
had with the A.-O.F.C. 

Mr. Richard T. Evans, counsel 


the introduction of this statement 
as incompetent, but withdrew the 
objection on the understanding 
that defence counsel be given 
access to the sources from which 
it had been prepared and provided 
the statement tallied with those 
sources. 

‘ In a brief argument on this ob- 
jection, Dr. Sellett declared that 
the information contained in the 
statement wes highly material, 
since the data brought together in 
it would disclose clearly the mo- 
tive of the defendants in dealing 
with the fully-paid securities of 
A.-O.F.C.’s customers in the man- 
ner in which the prosecution 
charged that they had don2. 


| 


It is the contention of the pro-| 


secution, in this connection, that 
these fully-paid securities belong- 
ing to customers of the A.-O.F.C. 
were hypothecated to E. A. Pierce 
and Company to finance the stock 
market deals which Messrs. Raven 
and Brown were conducting. 


Huge Debit Balances 

Testifying ‘as regards certain 
entries appearing on the statement 
which he had prepared, Mr. Haley 
said there were several occasions 
in September, 1932 when the ac- 
count 101-I, 1 in the A.-O.F.C.’s 
general ledger (which was one of 
Mr. Raven’s accounts) had debit 
balances exceeding U.S. $200,000. 

_Mr. Evans again objected, this 
time contending that the witness’s 
evidence was immaterial. 

Dr. Sellett: This is highly mate- 
rial as showing the motive which 
the defendants had for handling 
customers’ fully-paid securities as 
alleged. The debit balance of these 
defendants with the A.-O.F.C., as 
T propose to prove, amounted to 45 
per cent. of the A.-O.F.C.’s debit 
with Pierce and Company. 

‘ In identifying further entries on 
the statement, Mr. Haley told the 
Court that on February 1, 1934 
Mr. Warner Brown’s trading ac- 
count with the A.-O.F.C. had a 
debit balance of U.S. $70,090. On 
.January 29, 1984 the balance was 
:U. S. $74,000. x, 
‘Mr. Curtis Recalled ; 
Mr. Haley had not concluded his} 


itestimony when the Court rose at’ | 


4.45 ‘p.m. He was preceded by Mr. 
Cc. C. Curtis of E. A. Pierce and’ 
Company, who had already’ 
occupied the witness stand at sev- 
eral earlier sessions. 


for Mr. F. J. Raven, objected to! 


29 and 30 further reduced the bal-fed in| October, 1933, when Mr.|! 
ance to U. S. $20,742.15. and the! Warner Brown was in Japan, that 
value of securities then left was! such shares were not kept in safe- 
about U. S. $50,000. keeping. 
Could Not Withdraw 
Dr. Sellett: Supposing that on 
| May 23 the A.-O.F.C. had wanted 


Safekeeping Inconvenient 
Witness went on to say that he 


| 
| 


| to withdraw securities from Pierce discussed this matter with Mr. 
and Company to the amount of |Brown when the gee re- 
i the letters of credit which the lat- turned from Japan. Mr. rown 
ter held, namely, U. S. $230,000— |pointed out the inconveni- 


ence of Blecing hese nonce ms 
\; it : No. safekeeping, the hig! cos 0 
i Dr neSellett: Supposing these|eables, interest saved, and ghe: fact 
\l letters of credit had been convert-!that New York ne. as ange 
ed into cash and credited to the (roles c not apply 
A.-O.F.C.’s margin account—would |A.-O.F 2. nee p . 
jthat have changed the situation? Mr. Franklin: Did Mr, Brown’s 
| Witness: No. explanations satisfy you? : 

A Stipulation Made Witness: They seemed satisfac- 


a. suifutita hen made by [HE ®t eae he ha 
unsel, both for the defence and is : i 
ths prosecution’ to the effect tha|/2!ways, been on friendly terms 


| ; ‘with Mr. Brown but his relations 
is Me aud aes cee for With Mr. Raven were very formal. 


. Mr. Franklin then questioned 
U. S. $10,000, made by Mr. Lucien . Price, a form- 
inde Basset, one of the com- Mr. Rosse about Mr. Price, a fo 


ta A.-O.F.C. and 
Jainants named in the indictment, oOE Looe ieee of ball it “Did Mr. 
Pp. : - 'A-O.F.C,’s| & lawyer y pro; ion. 

were deposited in the A.-O.F.C.'S! price” attend meetings of the 


|-could they have done it? 


| 
\ 


general or margin account with E.|_,2;q of Directors?” counsel 
A. Pierce and Company. Similar | queried. ; 
| stipulations were agreed to in th Witness: I can’t say, since I 


‘ease of the fully-paid shares hand 
‘led by the A.-O.F.C. for Mr. Stan. 
| liey G. Kirkland and Mr. M. ¢ 
| (Chen. The latter testified at thr 
|; ‘conclusion of last Friday’s session: 
that on March 9, 1984 he had de 
livered to the A.-O.F.C. 40 Ameri- 
ean Telephone and Telegraph 
shares and 40 C.P.R. shares, ac- 
companied by a letter in which he 
specifically requested that the 
shares be placed in a safekeeping 
account,. - which request was 
acknowledged with a statement to 
the effect that Mr. Chen’s wishes 
would be carried ‘out, But after 
the Raven crash, Mr. Chen tearn- 


ed that his shares had been soV/t 
without his instructions. 


Franklin Cross-Examines 
Cross-examined by Mr. C. S./ 
Franklin, counsel for Mr. J.: 
.Warner Brown, Mr. Curtis admit- 
ted that had the A.-O.F.C. securi-, 
,;ties held by Pierce and Compa:y 
- been liquidated on May 23, 1935,' 
and that hud the letters of credit / 
for U. S. $230,000 been drawn on, 
the A.-O.F.C.’s account with Pierce 
and Company would have shown a 
surplus of U. S. $260,000 : 


Mr. Roese’s Evidence 
Yesterday morning’s session was. 
taken up with the continued ex-' 


didn’t attend. 


: Mr. Franklin: You were on the 
outside, looking in? 
Not Looking In 
Witness: I was very much on 
‘ the outside, but I was not looking 
in. (Laughter). 

Mr. Franklin: -Your services with 

the A.-O.F.C. were terminated, the 
day after tlie end of the Christmas 
holidays ? 
Witness: Yes. 
Mr. Franklin: ‘Was not the-rea- 
son because you failed to keep up| 
monthly payments op your ac- 
count? ; 

‘Witness: No. 

Mr. Franklin: 

reason? f 

i} Witness: Mr. Raven gave .me no 
reason." er 

Continually Undermargined 
Questioned .about the Raven 
Trust Company . ee accounts 
with the A.-0.P.C., sse said 
they were continually undermargin- 
ed and that he had often taken up 
the matter. with Mr.- Driscoll, an 
official of the A.-O.F.C. originally 
indicted with Messrs. Raven and 
Brown, who turned - State’s..evid- 
ence last week. 


| 


What wds the 


r. Weyler, witness 
with’ him on near- 
lect there. was to dis-' 


sid oxen boven of ath 
nder Mr. lin Shanghai... .. 


Sander, EE SEN 


/3/ 3 


;own with the A.,0.F.C.—a local 
jinvestment account and a New 
York trading account. 

| Share-Selling Campaign 

Dr. Sellett then re-examined the 
witness, who proceeded to tell the 
Court of a campaign by the 
A.-O.F.C, to offload blocks of stock 
of the A.-O.B.C. They sold, he 
said, some 13,000 or 14,000 shares 
at $20. Some of these were sold 
in Manila, some in Hongkong, but 
‘most of them in Shanghai. 

When the campaign had succeed- 
ed, witness continued, he suggested 
using the proceeds to increase the 
A.-O.F.C.’s margin with Pierce and 
Company and thus secure the re- 
lease of fully-paid shares for trans- 
‘fer to safekeeping. But Mr. 
Weyler took the view that the 
money could be more _ profitably 
employed in Shanghai, as he had 
described in replying to Mr. 
Franklin’s questioning. 

An Explanation 

In connection with the report of 
the above case which appeared in 
our issue of Friday morning last, | 
an unfortunate error in reporting 
was committed. 

Mr. George Fitch had no account 
with the A.-O.F.C. at the time of 
the closure, nor had he had for 
some years, while Mr. Chester 
Tobin’s was an investment trust 
and not a marginal account. The 
exhibits put in, referring to the 
accounts of many clients for both 
investment trust funds and mar- | 
ginal accounts, were only tendered 
to the Court as evidence of a cer- 
tain procedure and not in relation! 
tu those accounts in themselves. | 
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ha Former Officers Relate 
How Balance Sheets Of 
A.-O.F.C. Were Drawn U P 


Exchange Seat Investment, U.S. $150,000 Juggled| 
Between Finance And Trust Companies To : 
Satisfy Auditor, Driscoll Says 


RAVEN HONORARIUM PAID BACK THROUGH 
BANK LOAN GUARANTEED BY A.-O.F.C. 


Direct evidence concerning the trading accounts in the 
American-Oriental Finance Corporation of Mr. Frank Jay 


4 


shares of. other. people allegedly hypothecated to finance 

their own ends, was given in the U.S. Court yesterday by 

Mr. A. H. Driscoll and Mr. G. M. Rosse, both former officers 

of the A.-O.F.C.: The case against Mr. Driscoll has been 

nolle prossed and he has‘ iugned State’s evidence. Mr. 

Rosse’s connectidn with the ‘firm was severed shortly after 
' Attempting to show how various}! Christmas, 1934. 


;Raven and Mr. J. Warner Brown, now accused by the U.S.)|' 
Government of theft and embezzlement in connection with'| 


iE 


‘actions of the company were not 
‘acceptable to the. auditors, Dr. 
George Sellett, in questioning Mr. 
Driscoll, asked for instances dis- 
j cussed. 

“Barly in 1936,” said Mr. Dris- 
coll, “in a discussion about the 
balance sheet for 1934, the question 
{came up as-to how the sum of 
!U,S.$150,000, used to finance the 
Es athe seat on the Stock 
Exchange, would appear on_ the 
books. The auditor wanted it to 
appear as a loan to the Raven 
Trust Company. 

“Mr. Sturrock (the auditor) 
knew the transaction was not a 
{loan but an investment. The Trust 
{Company paid the Finance Com- 
pany U.S.$150,000, so it did not 
appear on the books. The Finance 
Company then paid it back to the 
Trust Company after two or three 
weeks and the balance sheet had 
been certified by the auditors. 

Referring to the Tis. 135,000 
honorarium paid by the Finance 
Company to Mr. Raven in 1932 for 
his services in past years, witness 
said that the auditors raised an 
objection to this, requiring that it 
either be shown on the books and 
balance sheet or that it be approved 
by the stockholders. Neither of 
these courses were taken, however, 
the sum being returned by Mr. 
Raven and noted in the minutes. 


How Raven Repaid 


' Payment. to Mr. Raven was 
actually made in January, 1932, 
‘and Mr. Raven repaid it by a loan 
from the Bank, the loan being 
guaranteed by the Finance Com- 
jpany, witness alleged. 
A highlight of the session was 
the evidence pertaining to Mr. 
Raven’s account, handled as a 
cypher entry by the Finance Com- 
pany from the Trust Company. 
_| Witness knew, and he was sure 
Mr. Brown knew, that R.T.Co-101- 
J-1 was Mr. Raven’s account. He 
did not think it was under Mrs. 
Raven’s name, but in any -event, 
.|Mr. Raven was the man authorized 
‘Ito deal with it. 
‘lwas out of town, witness some- 


selling after conference. with either 
Mr. Sandor, Mr. Kleffel or Mr. 
Brown. . When Mr. Raven was 
away in 1938, he gave explicit in- 
structions that it was not to be 
touched. When he went away in 
1934, there was some little dealing 
with it. 

The condition of this account 
when the Raven group crashed in 
May, 1935,. showed a few shares 
_[om band, but there had been a sub- 


remanence Ta 


i 


When Mr, Raven} 


‘Itimes dealt with it, buying and|! 


| 


| closed, it showed a ‘debit balance of | 
something over U.S.$100,C00. : 


Shares Manipulated 

Dr. Sellett drew from witness an 
admission that efforts had been 
made to control the value of shares, 
allegedly so that the books would 
not reflect a loss of assets. For 
instance, near the end of 1933, the 
“Common A” shares of the Finance 
Company were bid up so that the 
value reached $29 at the end of 
the year. 

Witness said he believed this 
was done to enhance the value of 
shares which were owned by the 
Trust Company in an amount of 
some 100,000. If the price of the 
shares could be raised by $5, the 
books of the Trust Company would 
show a gain of $500,000. 

Cross-examining on behalf of 
both accused, Mr. Richard T, Evans 
queried witness as to Mr. Brown’s 
account, its condition when the 
Raven group. crashed. Witness 
said he thought it showed a credit 
balance of some U.S.$2,000. He 
seid he knew that Mr. Brown had 
paid sums into the account monthly 
over a period of some time. With 
regard to the honorarium paid to 
Mr. Raven, witness said that he 
knew legal advice had been obtain- 
ed both from the firm of Messrs. 
Fleming and Franklin and from 
Mr. James F. Price, then employed 
by Raven. The opinions had clash- 
ed and the view of Mr. Price had 
been taken. . hs 

Re-examined by Dr. Sellett, wit-. 
ness said the last he had heard of. 
Mr. Brown’s account was that it; 
had been transferred to his wife’s: 
name. Some’ controversy had. 
arisen over this account when Mr. 
Brown was away in the summer of 
1934. There was then a debit 
balance of U.S.$55,000. A cable 
was sent to him asking him to do} 
something about it. hen he re- 
turned, the account was_ trans- 
ferred to his wife’s name. Witness 
said this matter was not discussed , 
at any of the meetings. 

Had “Empty” Title 

George Morton Rosse said he 
joined the Raven-owned Associated , 
Advertisers in 1931 and later was 
employed by the A.-O.F.C. He was. 
paid 000 month for what 
| was. substantially sales work, al- 
though hi t eight months with 
the OF: ~ Were spent in learn- 
ing the business. In. February, 
1933, he was told he had been ap- 
pointed treasurer. 


RY 18, 1936 LAY AM ee 


In 1934, speaking to Mr. Raven,j ~~~’ 
he complained of the “emptiness” | 
of .the title and said he did notj 
want to continue in that capacity. i 
Meeting for tiffin with Mr. Raven |’ 
in his office, he also complained 
about the organization and finan- | 
cial set-up and referred to a long! 
memorandum he had submitted on | 


‘ 


this matter. Mr. Raven then said 
»he had in mind x financial man who 
would take such matters in charge, 
und witness, after this time, did 
not act as treasurer. 
| Witness said that certain paid-up 
accounts had been brought to his 
‘notice several times, and this 
imatter he also discussed with 
! officers of the company. The fact- 
‘lithat paid-up accounts were being, 
lkept in the same place as_ the’ 
|margin accounts was brought to' 
‘his attention when he was checking ; 
with an accountant regarding the j 
A.-O.F.C, margin position with 
, Messrs. A. E. Pierce and Company. 
In January and February, 1934, 
witness said he talked with Mr. 
| Haley (the office manager and in 
‘charge of margin systems) the 
,matter of the A.-O.F.C. financial 
!set-up. Myr. Haley said that the 
ipaid up accounts should be segre- 
jgated from the margin accounts. 
{In a conversation with Mr. Brown, 
{the latter had said that a safe- 


jkeeping account existed which 
} ‘clients could make use of. 
His tiffin talk with Mr. Raven 


occurred shortly before both Mr. 
';Brown and Mr. Raven went to 
America via Siberia. At that 
‘time, witness continued, an amal- 
gamation between the Raven: 
group and the companies controlled | 
ty Mr. C. V. Starr was being con-' 
sidered, so the matter of organiza- i 
tion was deferred. Regarding the 
paid-up accounts, witness told Mr. ; 
Raven what Mr. Haley had said’ 
about the situation, 

i “Mr, Raven said he was aware 
‘of Mr. Haley’s attitude,” witness 


| 


continued. ‘He said that both he 
and Mr. Brown were going to New 
York and would take up the 


matter there. ‘Pending his return, 
he wanted the work carried on! 
exactly as it had been.” 

Eyes Defendants 

Speaking in a quick staccato 
wanner, Mr. Rosse continually 
peered around Dr. Sellett when- 
ever the questioning lagged, eye- 
ing the defendants intently, Mr. 
Raven turned sidewise in his chair 
to lock out of the doorway. 

His last meeting with Mr.: 
Raven, in early December, 1934. 
was an unpleasant one, witness 
said. He brought up his previous 
‘complaints, while Mr. Raven 
jecountered with displeasure re--' 
garding Mr. Rosse’s failure to pay 
{Off some notes due on an agree- 
ment about salary. At this time, 
he reminded Mr. Raven that the 
:Company was losing money on 


trading in New York. Mr. Raven 
replied that the companies were, 


sound despite the depression here 
which had frozen capital. The 
matter of paid-up shares would be 
adjusted, he said. . 


7 
OC 


# 


{ Nr. Rosse admitted that he had 
la trading account with the Com- 
pany with a debit balance of about 
U.S. $19,000. However, this 
actually meant that if he had 
jbeen sald out, the account would 
jhave been short about U.S. $2,000 
jor under, 

i Surprise Witness 

| Witness said he knew of the 
account R.T!c.-106-L-7. This was 
the “errata account” of the A.- 
/O.F.C. This definitely existed 
before he had joined the Company 
and, through it, matters of legiti- 
mate errors were handled, although 
there were several other transac- 
!tions. Witness did not say what 
these transactions were, however, 
for his testimony was cut off in 
favour of that of Mr. M. S. Chen, 
a surprise witness whose ap- 
pearance brought forth legal 
objection frcm the defence. 

Basivg his objections on the 
time element as expressed in the 
ccmplaint, Mr, Evans said he was 
ready to present authority, but, 
in order to facilitate matters, 
would permit the taking of testi- 
mony pending a judical ruling. 

This course was adopted, but 
when Dr.  Sellett sought to 
question and bring out evidence 
concerning papers purporting to 
explain dealings between witness 
and the A.-O.F.C., objection was 
again raised, the defence desiring 
to stipulate the dccuments without 
enlargement by witness. 

“The defence has continually 
ttried, by innuendo and_ cross- 
| examination, to bring out the fact 
‘that shares were always put in 
i safe-keeping when requested. I 
want to show that this was not 
so. I want to show that it was 
defendants’ policy and design to 
;take money belonging to clients 
and use it for their own pur- 
| poses," Dr. Sellett declared. 


| Fateful Meetings 

In the morning session, Mr. 
Driscoll enlarged upon his story: 
of a meeting of leading Shanghai 
| business men and bankers on the 
jnight before the bank and affiliat- 


—May 23, 1935. It was called for 


present an opportunity to assist 
the Raven companies in getting 
out of their difficulties, witness 
said. Mr. C. V. Starr, a director 
in the Asia Reality Company bat 
not an officer in any of the com- 


explaining the 
Raven did- not say much. 


the Messrs. Mackay, Raven, H. 
Sandor, a director of the A.-O.F.C., 
Mr. H. W. Weyler, of the A.-O.F.C., 
J. Kieffel, manager of the Amer- 
ican-Orienta!l Banking Corporation, 
A. E. Schumacher, manager of the 


Shanghai branch of the Chase. 


Bank, C. V. Starr of the Asia Life 
Insurance Company and _ other 
organizations, J. E. Swan, partner 
of Swan, Culbertson and Fritz, M. 
Speelman of the International 


panies, did most of the talking, | 
situation. Mr.) 


The mecting was attended by | 


ed companies closed their doors]: 


}the purpose of giving the men}! 


Savings Society, and Drizcoll, who 
was an official of the A.-O.B.C., 
A.-O.B.C. and Raven Trust Com- 
pany. The meeting lasted from 9 
p.m. to 1 a.m. 

“After much discussion,” Mr. 
Driscoll said, “the people present 
felt they were not prepared to do 
anything to assist the companies. 
Then there was discussions with 
the idea of assisting the companies 
in closing the following day. The 
boards of directors of the various 
companies were to meet the fol- 
lowing morning. It was felt that 
none of the companies could re- 
main open with the possible excep- 
tion of the Asia Realty Company. 

Might Start A Run 

“It was felt that if any company 
closed, there would start a run on 
the bank and also on _ the 
A.-O.F.C.” ; 

The Last “Hope” 

He then told of a meeting after 
7 a.m. in 29 Nanking Road on 
May 24, when a resolution was 
passed authorizing the closing of 
the institution’ and application to 
the Court for a liquidator. It con- 
eluded by saying “it is hoped that 
such procedure will ‘enable the 
creditors of the Finance Corpora- 
tion eventually to be paid in full.” 

Adjourned until 10 a.m. on 
Monday, the hearing will probably 
begin with-further evidence from 
Mr. Rosse and _ cross-examination. 
It was learnt that the prosecution 
will possibly ‘conclude its case 
befcre the Chinese New Year 
holidays, following which the de- 
fence will open, with both Mr. 
Raven and Mr. Brown taking the 
stand in their own behalf. ‘ 

—__- ~~ 
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Trial 1 Testimony Shows 


Had A Single Contro 


| Mr. Driscoll Turns State’s -Evidence And Reveals: Ns 


| That Raven Companies 


Inner Workings Of Concerns; Tells Of Struggle 
To Get Shares Placed In Safekeeping — 


LOCAL STOCK OPERATORS SHOWN TO HAVE} 
WORKED UNDER CIPHER 


the o 


ACCOUNTS | 


The most illuminating ev idence yet disclosed yewardins! 
organization of the now defunct Raven enterprises and 


the methods by which they were operated was given before 


China yesterday by Mr. Alfred Hamilton Driscoll, former| Brown, manager of the 


the United States Court for, 


secretary of three of these enterprises, at the resumed tria) 
of Mr. Frank J. Raven and Mr, J. Warner Brown, in ‘their’ 


capacities as’ President and Vice-President, respectively, of, Brown say? 


Mr. 


Driscoll: There were. 
Further examination 
iwitness dealt with the methods of 
‘the A.-O.F.C. in regard to the 
; transfer of customers shares from 
‘the <A.-O.F.C.’s margin account 
| with . A, Pierce and Company, 
' San Francisco, to its safekeeping 
* acgount with that company. 

he first transaction mentioned 
Z one which concerned stocks 
the value of U.S. $60,000 
| owned by a Mr. Morris Benjamin, 
._ which had been lodged’ by the 
+ A.O.F.C. in its margin account 
> with . A. Pierce and Company 
in the year 1933, 

Dr. Sellett: What was your 
y attitude in regard to that matter? 


Driscoll Objects 


Mr. Driscoll: I objected ton 
having Mr. Benjamin’s fully paid | 
shares in the margin account, 

; with Pierce and Company and, 
spoke about it to Mr. Warner ; 
A.-O.F.C. ! 


the American-Oriental Finance Corporation, on 16 counts of 
-theft,. embezzlement and fraud. : ; 


| 
I 
i 
| 
‘ei Milton J. Helmick in 


Mr. Driscoll, who was charged 


as a third defendant in - the 


original indictment, turned. State’s Sellett 


evidence after the Court, on the 
application of Mr. Felthan Watson, 


Several of these account sheets | 
were handéd into. Court by Dr. 
and identified by the 
witness, 
aecounts of Mr. George A, Fitch, 


among them being thes, 


nolle .prossed the. original indict-j]Gencral Secretary, and Mr.. Chester 
M. Tobin, former ‘Athletic Tleeeso® 


ment and thereby quashed the 
case which had been brought | 
against Mr. Driscoll, 


_ in me course of the testimony | 
given Mr. Driscoll; which; 
aie | the greater part. of mei 
‘day’s ‘session and had not yet 
been eg when .the ‘Court 
adjourned .at 4.80 p.m., it was |! 
shown that six of -the Raven | 
‘qnterprises, namely, the American- 
‘Orienta] _ Banking Corporation, 
;the ‘American-Oriental Finance | 
(Corporation, the © Raven- Trust| 
Company, the International Land 
| Company, the Asia Realty Com-! 
{pany and Associated Advertisers ( 
were io ‘reality operated as one, 
| notwithstanding the fact that * 
each had ‘its’ separate board of: 
i directors. 


‘An Exictitive Council 


This’ singleness- of control, the ; 
witness; revealed, - was effected | 
through. the medium of a so-called ! 
Executive Council in which Mr.| 
Frank J. Raven was the: dominat- 
ing figure., This Executive Coun- 
cil: was. constituted as the result | 
of .a- ‘resolution, adopted by aol 


{board of directors of the.American- 

|Oriental. Finance Corporation |, 
held on January 7, 1932 and con- 
sisted of representatives - of the 
| several: companies; Mr. Driscoll 
was the secretary of-this Executive | 
Council from the summer: of 1982 | 
until May, 1935, when the maven 
pyramid cr ashed. * 


Another interesting fact elite 
the witness testified to under- ex-' oO 
Jemination “by” Dr. :Géorge ‘Sellett, | 4° 
{'Assigtant. District Attorney, wag 
the : practice ‘of the “A.-O.F.C, rent 


a friends ' of:. Mr. 


cpén:. margin - accounts for the| 
Raven '. 
\avho: had ‘dealings: with the Raven ii 


|Trust : Company aitt- to - accord |° 
them special- -- undermargining: : 

: privileges. 

i ‘Identities . Hidden ‘ 


. These .accounts “Were “carried ‘in'|: 
the A.-O.F.G- ledger, -not- under |: 
\the riames of: their-real operatérs, 
‘| bpt, under‘ cipher'- numbers, which 
pospred that. the manies of - 
tors: - would- ‘ndt + bé - 


AS it 


Serre 


R..T. So. 
count einen eas 80° ‘forth. 


‘\the account of Mr. 


Driscoll were those of Dr. 


of the Foreign Y.M.C.A. 


Fitch and that. 


of Mr. Tobin were undermargined 


when the A.-O.F.C, . closed 


‘doors on May 28, 1936, the witness 
testified, Mr. Fitch’s account was 


| under-margined to the extent ot: 
119. 


‘Other accounts identified by Mr. : 


Dunlap 
and Mr. James F, Price, a former 
secretary of the. A.-O.F.C. The 
account of the-latter, witness said, 
represented a less of U.S. $20, 000 
to the A.-O.F.C. when the latter 
closed. Both these accounts were 
operated under cipher numbers’ 
and neither was secured. : 
Driscoll’s Own Account 


Dr. Sellett: Did you also have' 


a roo account with the A- 
; O.F.C 


Mr, Driscoll: I did, 
Dr. Sellett: Was it secured? 
Mr. Driscoll: No. 


Dr. Sellett: When the A.-O.F.C, 


closed down, was a loss substained 
in consequence? 
Mr. Driscoll: 
loss, 
Answering: further questions by’ 
Dr. Sellett, the witness went on 
to say that Mr. Frank J. Rayen.: 
had two accounts with the A.- 
O.F.C. through which he conducted ' 
his ‘stock market 
Cie of these was “R. T. Co. 
secured . by A.-O.F.Ce “A” shares,: 
owned: ‘by Mr. Raven, and which: 
the-latter deposited. with the A.-; 
OFS. as. collateral When the 


Yes, there was a 


O.F.C. crashed with the other, 
this collateral: 


Karen concerns, 
was worthless. 
Worthless Collateral 


second account which Mr.! 


The 
Raven had with the A.-O.F.C, was’ 
Anown as R. T. So. 101-A. 5. This! 
was secured by Mr. Raven’s: 
} Raven Trust Company -Common’ 


oA shares, which also were of no, 


value when the Raven enterprises 
‘closed ‘down, 

Dr,: Sellett: I take it that there : 
were substantial losses on both 
these accounts? 


This account was only’ 


pointing out that they should. be‘ 
held in safekeeping. 
Dr. Sellett: eg ‘what did Mr. 


Mr. Driscoll: He said it was 
inconvenient to have them trans- 
ferred to safekeeping. I spoke to 
him about it many times over a 
period of about three months but 
got no result, 


Dr. Sellett: What did you do 
then? 

Mr, Driscoll: On September 4, 
1933 I wrote a letter to r. 
Brown, again asking that ‘he 
shares be transferred. 

This letter was handed in by 


‘its pr. Scllett and identified by the 


witness, It urged that the 
transfer be made “as the shares 
are and have been fully paid for 
since they were first placed in 
your hands.” 
Transfer Is Made 
Dr. Sellett: Was the transfer | 
ultimately made? 
Mr. Driscoll: Yes, 
made little by little. 
Prosecuting counsel then in- 
troduced a minute of the Executive 
WSouncil mecting held on September 
12, 19383 at which it was decided 
“to set. aside Mr. 
shares little by little so that all’ 
may be set aside by the time Mr. 
Benjamin returns to Shanghai.”’ 
Witness was then asked whether ; 
he had written the minute in his 
capacity as secretary of the 
Executive Council. He replied that 
he had dictated it to a steno 


but it was 


+ grapher. 


“speculations. : 


\ 


Dr. Sellett: Now, Mr. Driscoll, 
when it was decided to transfer 
Mr. Benjamin’s shares to safe- 
keeping, why was a cable giving 
instructions to that effect not sent 
to Pierce and Company? 

Mr. Driscoll: Because Mr. Brown 


said it would be easier to effect _ 
the transfer in the manner in-| 
dicated "in ‘the’ decision of the ; 
Executive Council. 

‘Dr. Sellett: What ‘reasons did 
Mr. Btown give?’ 

Dr, Driscoll: I cannot Bemember 
now. . 

Debt Of U.S. "$50,000 4 
In . reply. -to . further - = 


Council to which reference had}, 

been made, the Raven Trust Com- 

pane. through which the A,-O.F-.C. 

| had got control of .the Benjamin 
shares, indebted. to H 


credit 
with: interest ‘on, the’ value of the |: 


ae 
reasons for« betes that* 
tion? oe ae ae 


witness ‘discldsed that previous -to |: 
the: decision -of ‘the “Executive |: 


. » ae, manage r. Of * the |. 
|A.-0.F.C., that the. "OG. show ‘ 
it Company |° 

FE r= gg shares which Bay were}: 


Scliett? What were * your es 
BugTes- |}. 


Benjamin’s ; 


| 


i 


| Speeding Up 

+ Myr. Driscoll: I thought 
|Raven Trust Company should have 
jsome benefit. I also thought that 
iif the A.-O.F.C. had to pay in- 
terest on the value of the shares 
ithey would effect their transfer to 
safekeeping more quickly. 

' Answering furthet questions, 
the witness said he did not recall 
what was the margin position of 
the A.-O.F.C. with Pierce and 
Company at the time the Executive 
Council decided to transfer Ben- 
jamin*s shares to safekeeping 
“little by little.” In the case of 
fully-paid shares owned by, Mr. L. 
iE. Hudec, well-known local 
architect, he instructed that they, 
ialso, be transferred to safekeep- 
‘ing with Pierce and Company and 
ithis was done. The value of these 
‘shares was about U.S. $42,000. 
During the course of this evid- 


‘ence, Mr. Richard T. Evans, 
‘eounsel for Mr. Raven, objected 
on the grounds of irrelevancy. 


“We don’t deny that these trans- 
fers to safekeeping were made,” 
the declared. 


Witness Irreproachable 
Dr. Sellett: I submit that it is 
entirely relevant. My purpose is 
to show that the actions of the 
twitness were at all times above- 


the | 


} “Raven’s Salaries 
Answering further questions, 
| witness said Mr. Raven received a 
salary from the Raven Trust 
Company up to the enc of 1933, 
tut continued giving his services 
to the company after that without 
salary. He also received a salary 
from the A.-O.F.C. but witness did 
not know the amount. Nor did he 
know what Mr. Brown received as 
| Vice-President and Manager of 
jthe A.-O.F.C. Mr. Raven was 
chiefly- responsible for the engage- 
ment of-managers for the different 
|companies and the hiring of other 
| personnel. 

| Dr. Sellett then turned to the 
;period which immediately preced- 
,ed the crash of the Raven enter- 
‘prises on May 23, 1935, with 
i Particular reference to meetings 
;of the Raven Executive Council 
| during that period. 

|, These meetings, which were. held 
‘two and sometimes three times a 
; Week “were devoted to consider- 
jing the- financial difficulties in 
j which the Raven enterprises had 
,; become involved and the  find- 
jing of a- way out. 

Mr. Raven, witness said, attend- 
ed all'the meetings and some were 
, attended by Mr. Brown, but the 
i latter left for Manila on May 6 


i 


| 


i! 


; and was therefore not present dur- 


| Replying to Dr. Sellett, he said 
the was 30 years of age, an Am- 
jerican citizen, now residing at 333 
jAmherst Avenue with Mr. J. 
| Kleffel, former manager of the A.-| 
|O.B.c. A lawyer by profession, ne 
graduated from Leland Stanford 
and had practised in the United, 
States. At present he is a mem- 
ber of the Bar of the U.S. Court 
for China. 
Started In 1932 

In September, 1932; he became 
j Secretary of the A.-O.F.C. in suc- 
| cession to Mr. James F, Price and 
;temained in that capacity until 
jthe Raven concerns crashed. In, 
June, 1934, he became a director | 
of the A.-O.F.C. and was given 
the added post of treasurer on 
January 1, 1935, remaining in 
both positions until the crash. 

During his incumbency as direc- 
!tor, treasurer and secretary of the 
A.-O.F.C. he drew no salary, but 
Jonce received a bonus for night 
i work. “His salary came from the 
; Raven Trust Company and_ the 
A.-O0.B.C. At first he received 2600 
a month, but when the crash came 
he was getting $1,000. 

Mr. Raven, according to his 
testimony was in almost daily con- 
tact with the affairs of the Raven 


Trust Company in his capacity as 


board and irreproachable. 

Judge Helmick overruled the 
objection and Dr. Selliett continued 
his examination along the same 
lines. His next question elicited | 
,the information that  fully-paid: 
:shares owned by Myr. Chester M. | 
‘Tobin -had been transferred  to* 
safekeeping. at the instance of the 
Raven Trust Company, which 
approached the A.-O.F.C. in regard 
thereto. : 
-- ‘Br: Sellett: And, who initiated 
Ithe action of the Rayen Trust 
Company? 

Mr. Driscoll: I did. 

Activities Of E. C. 

Turning to the activities of the 
Executive Council, prosecuting 
council. .dvew the information that 
the most important business of the 
Raven enterprises-was dealt with 


by that-body and not by the boards 
loi directors of the separate com- 
panies. 

Meetings of the Executive Coun 
jeil, ‘witness said, were held weekly 
‘nnd .the results were not neces- 
sarily reported to the boards of 
\Seported: Only such matters were 


| formal action on’ their part. 

.Dy.: Sellett then turned his 
attention to the office set-up of 
the Raven enterprises, showing 
that’ the principal oncs—the 
_American-Oriental Banking Cor- 
poration, the American-Oriental 
Finance’ Corporation and the 
Raven Trust Company—were all 
housed‘ in one building at 29 Nan- 
‘king: ‘Road, thus tending to asso- 
ciate ‘them as one in the public 
mind. 


i 
i 


: 


Se es, Short Walks 
‘Tf. you, as secretary 
Raven Trust Company, 
to deliver a Ictter to Mr. J. 
Warner” Brown, manager of the 
A-O.F.C., how far did you or the 
messenger have to travel?” he 
asked’ the witness. 

..Mr. Driscoll: Fifteen feet. 
Ur. Sellett: And to the Amer- 
ican-Oriental Banking Corpora- 
tion?” 

~My. Driscoll: About 70 feet. 
““Dr., Sellett: And to the Asia 
Realty. Company, which was at 50 
Nanking Road? : 

- Mr.- Driscoll: About 250 feet. 


of ‘the 
wanted 


| president. 

‘| When Dr. Sellett commenced in- 
.j troduction of leaves from a loose- 
leaf book in Mr. Driscoli’s posses- 
sion, containing the identity of .A.- 
O.F.C, cipher accounts, counsel for 
the defence raised a strong objec- 


in the last period during which 
meetings were held. 
_, Opinion Divided 
Opinions were divided as to 
whether the Raven companies 
would: be able to weather the 


reported to them. as required some. 


storm. - Some members of the 
‘Executive Council thought they 
would : pull 
)Wwere-very sceptical. 

‘ In an endeavour to 
situation, the witness 
the ‘A.-O.F.C. withdrew 
tions of its London 
York balances and put them into 
ithe American-Oriental Banking 
| Corporation, the latter being in the 
most’ difficult position. 

Witness was then broucht to the 
final. and fateful meeting of the, 
Executive Council held on the 
Inight of May 23, at which the de- 
cision to close down was reached. 
This meeting was followed by a 
further meeting held in the home 
of Mr. J. A. Mackay, manager of 
the Shanghai Branch of _ the 
‘National City Bank of New York. 

Purpose Undisclosed 
The precise purpose of this 
‘meeting was not elcited, as the 
‘Court adjourned before questioning 
.along this line was reached, but 
‘the witness, asked who had attend- 
tended that meeting, replied that 
the following were present in addi- 
‘tion to Mr. Mackay: Mr. Frank J. 
‘Raven, Mr. H. Sandor,: a director! 
‘of the A.-O.F.C., Mr. H. W. Wey- 
‘ler of the A.-OJ.C., Mr. J. Kieffel,' 
iformer manager of the A.-O.B.C. 


Save the 
continued 
large. por- 
and New 


| 


Mr. A. E. Schumacher, Manager, 
of the Shanghai Branch of the{bas: 
Chase Bank, Mr. C. V. Starr, of :plied:that -he desired: to-show how 
the Asia Life: Insurance Company?) 


and the Underwriters’ Savings 
Bank, Mr. J. E. Swan, partner in 
the firm of Swan, Culbertson and 
Fritz, Mr. M. Speelman of ‘the In- 
ternational Savings Society. and 
Mr. Driscoll. The meeting lasted 
from 9 p.m. until 1 a.m. . 

At this stage the Court adjourn- 
ed until 10 a.m. to-day. 

Mr. Driscoll took the. witness- 
jstand yesterday morning in the 
presence of a crowded courtroom 
and gave his testimony with ob- 
vious signs of nervousness and 
discomfiture as he faced his form- 
er employers and associates. 
Nevertheless, he answered the 
questions put to him in a clear, 
firm voice. 


through, but others 


| tion. : 

: Motive To Be Shown 

: Dr. Sellett: I shall show that 
{the defendants, particularly Myr. 
!Raven, carried on extensive New 
York trading accounts, for the 
most part unsecured and often 
with heavy losses. This will show 
a substantial motive for the de- 


fendants to. commit the offences, 
with which they are- charged, us- | 
ing other people’s property for’ 
their. own purposes. 

Judge Helmick overruled the: 
objection, whereupon Myr. Evans, 
counsel .for Mr. Raven, said he 
wished. it understood that defence 
counsel objected to each question 
which might be put in .comnection 
with the book in Mr. Driscoll’s pos-: 
session and asked that.an excep-) 
tion be noted to-each one. 

The only other new witness call- 
ed yesterday was Mr.-Georges Co- 
quelet, Belgian chartered account- 
ant formerly employed .by the A.- 
O.F.C.-and now with Hardivilliers 
and Company. He said--he hadj 
worked for the A.-O.F.C. from 

H 


January, 19212-to May-1,. 1933. 
Mr. Evans Objects 
Mr: Evans ‘pointed. out that this 
was before the time of: any of the 
upon which the 
charges-against ‘the defendants are 
To. which .Dr. : Sellett- re- 


‘transactions 


the -corporation ‘was. run. and the 
iconnection .of the defendants: with 


SO Sa eae 


Ny 


a e Helmick overruled the ities got into safekeeping. This 
[Wo sectiom and Mr. Evans noted ex- has a bearing on how others did 
lcentions to all the witness’s testi- not, The defendants hypothecat- 
‘ mony. ed all the securities they could. 
| Mx. Coquelet said he had made jt was no mistake or oversignt 
‘many reports on the positions of that the shares mentioned in the 
‘clients, which reports had gone to Government information did not 
‘Mr. J. Warner Brown, manager of get into safekeeping. : é 
ithe A.-O.F.C. Mr. Evans: We are quite will- 
Three such reports were then-jing to admit that secur‘ties were 
‘sntroduced in respect of Novem- never put into safekeeping with- 
‘per 18, 1932, one of which showed out request ¥ apace 
a list of clients whose collateral Dr. Sellett: T will show tha 
did not cover their indebtedness. shares did not always go into 
‘Another was a list of clients on safekeepinsy even when requeste:l 
short margin, while the third was by_clients. 7 ae 
a list of clients with fully paid “Judge Helmick: It certainty 
shares, which, Mr. Coquelet said, seems that unless requested by 2 
was the first of its kind he had client, shares never went mtv 
ever prepared. He recalled Mr. safekeeping. 

Brown asking him to make it up Dr. Sellect (to defence — coun- 
for Mr. Raven. sel): Why won't you admit spe- 

In making this statement cifically that Newman’s shares 
originally, the witness said “Tiwent into safekeeping only whea 
think.’ to which Mr. Evans ob-;Newman. requested it? suds 7 
jected. “If he says: ‘That is my Mr. Franklin: Our admission 
recollection,’ all right.” covers that. whe Cour 3s 

Mr. Coquelet: I should improve! Judge Helmick: The Court 1s 
my English. Excuse me! satisfied that the Newman shares 

‘The list of clients whose collat-!went into safekeeping only at his 

request, 

eral did not cover their debit bal-; 
ances included one, “R, T. Co.| 
Trust Account.” The list itself; 
totalled U.S.$564,546. H 

Judge Helmick: Take the fig-: 
ures of one account, . U.S.74.291.; 
Does that figure represent the de- | 
ficiency which would ensue if that 
person’s securities were sold out | 
on that day? H 

Mr. Coquelet: Yes, but it does-, 
n’t show the amount of his hold-} 
ings, nor does it directly show 
his debit balance. . 

Deficiency On Sale 

Judge Ha'mick: Doesn't it prac-} 
tically show his debit balance? \ 

Mr. Coquelet: No, it merely’ 
shows that if he were sold out! 
this amount of U.S.$4.291 would 
be the loss to the A.-O.F.C. on the 
whole transaction. The same is 
true with respect to the other 
names on the list. | 

Judge Helmick: So that if all| 

the shares were sold out, what/ 
would be the loss to the A.-O.F.C. | 
—U.S.$364,346? ‘ 
Dr. Sellett: Regarding the 
account, if all the clients on that 
list were to pay in enough money 
to bring their accounts up to mar- 
gin. requirements, what would! 
they have to pay in? 
|, Mr. Coquelet: They would have 
‘to pay in U.S.$22,581. 

Cross-examining the witness,} 
_Mr. Franklin, counsel for Mr. J. 
}Warner Brown, asked: ‘With’ 
_ this huge loss you have testified 

to, did: you consider the A.-O.F.C. 
“ ge 
r. Coquelet: I had nothin 
do with that. si ia 
What Would Be Lost 

The second list, Government 
| Exhibit 292, was the subject of 
much questioning and it was _fin- 
ally established that the A.-O.F.C. 
‘twould have lost U.S.$364,346 on 
the date previously referred to if, 
the shares of the clients named i 
on it. had been sold out. In other 
words, their collateral was short > 
by. .that amount to cover their 
total. debits. 2 

Most of this-sum was accounted 
for by the debits of Mr. C. H. 
‘Raven, Mr..E. E. Shamoon, and 
the Raven. Trust Company and 
the “R.T. Co.” as trustees for a 
number of! clients identified only 
by_ ciphers." 

My.\Hermann Aufwerber, sales-. 
{man. of. the A.-O.F.C. was: recall- 
‘ed briefly to testify to-an account 
with:a Mr. Richard R.. Newman. 
Mr.-Evans objected. © -— ' 
' Pledged All They Could : 

Dr. SeHett: I am. getting testi-|: 
-mony. to shaw how. certain secur- 
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More Evidence By Curtis 
At The Raven Trial 


Witness Testifies To The Disposal Of Securities 
Worth U.S. $1,100,000 To Settle Indebtedness 
Of A.-O.F.C. When Crash Came Last Year 


Stocks to the approximate value 
of U.S. $1,100,000 were being neld 
for the American-Ori¢ntal Finance 
Corporation by E. A. Pierce and 
Company, San Francisco, on May 
28, 1985, the date on which the 
A,-O.F.C. closed its doors, accord- 
ing to testimony given by Mr. C. 
C. Curtis, an official of the San 
Francisco firm, at the continued 
hearing in the United States Court, 
for China yesterday of the 16. 
eharges of theft, embezzlement 
and fraud on which Mr. Frank J. 
Raven and Mr. J. Warner Brown 
are undergoing trial. F 

When the A.-O.F.C. crashed, all ' 
these stocks, which had been 
pledged by the A.-O.F.C., were 
sold out by Pierce and Company ‘ 
to cover the A.-O.F.C.’s indebted- 
ness on its margin account, with ' 
resultant heavy losses to Shang- 


thai investors, many of whom had! 
; paid in full, through the A.-O.F.C.. | 
‘for stocks which the A.-O.F.C. had 
hypothecated to Pierce and Com- 
pany. 

It is the contention of the pro- 
lsecution that in pledging stocks } 
belonging to A.-O.F.C. customers 
who had paid for thent in full, 
Messrs. Raven and Brown, as the 
responsible heads of the A.-O.F.C., 
committed acts of embezzlement 
and theft as charged in the indict- 
ment. 

At yesterday’s session of the 


trial, Mr. Curtis, continuing his 
evidence of the day previous, wit 
t Dis- 
trict Attorney, examining, t 

the opening by the A.-O.F.C. of 
branch offices in Hongkong and 
Manila in. the spring of 1934. 
These offices, he said, did_business 
direct with the San_ Francisco 
office of E. A. Pierce and Company. 
When their accounts were sho 
margined, Pierce and Company 
looked to the head office of the 
A.-O.F.C. in Shanghai to furnish 
the required additional margin. 
Stocks Liquidated 
The witness then wen 
say that on May 24, 1 
| A.-O.F.C. cabled Pierce and Com- 
pany, informing them that the 
Raven group had gone into volunt- 


. lett, assistan t 
Dr. George Selle : old of }|until the trial was over.” 


rt |j Francisco, 


t on tolj referred 
935 the|| charges” which had been preferred 
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By May 31, all the debit balance 
of the Shanghai office had been 
liquidated, except for about U-S. 
$20,000. By August 31, this had, 
been reduced to U.S. $8,000. The 
| A.-O.F.C. had never had a credit 
i balance with Pierce and Company, 
| Mr. Curtis said. The Hongkong 
loffice never had a_ safekeeping 
account, but the Manila office had 
put some shares into safekeeping. 


pany with the A.-O.F.C., Mr. 


was first opened the 


posited with Pierce and Company’ 


lChase National Bank for U.S. 
| $200,000 and the other on the 
Belgian bank for U.S. $30,000. 
Pierce and Company drew against 
neither, however. 


Approached By Brown 
Concluding his examination of 
Mr. Curtis, Dr. Sellett asked him 
whether he had at any time been 
approached by Mr. Warner 
Brown, one of the defendants, 

since his arrival in Shanghai. 
“Mr. Brown spoke to me when= 
I got off the boat,” witness re-: 
plied. “Later, he telephoned me’ 
and invited me to accompany him 
to the races. I declined the invita- ; 
tion, telling him that I had come 
to Shanghai as a government wit- 
ness in his case and that I would 
not care to be seen in his company 


i 


In commencing his  cross- } 
examination of .Mr. Curtis, Mr. C. 
S. Franklin, counsel for Mr. J. 
Warner Brown, revealed that a 
Mr. Woods, partner in E. A. Pierce 
and Company, resident in San 
had written a letter to 
Mr. Brown, advising him that Mr. 


iCurtis was coming to Shanghai 


and suggesting that the latter 
would be glad to see him. This 
letter, which was not read in full, 
to the “unfortunate 


against the defendants. 
Replying to Mr. Franklin, Mr. 
Curtis said that Mr. Woods had 
iven him a letter to mail to Mr. 


iquidati d uesting the | & 
ary Hauidation a eed ae ores Brown on the boat, but he (Mr. 


cancellation of all buying orders. 


Dr. Sellett: What did E. A. 
‘Pierce and Com, any do? 
. Mr. Curtiss e proceeded tot 


\@iquidate the debit balance 
A.-O.F.C. in the usual manner— 
by selling out their stocks. 

“The Manila office, witness added, 
cabled Pierce and Company not to 

‘Wiquidate. its business since this 
was heing transferred to another 

‘\bfokerage house. Securities in the: 
jagcounts of the A.-O.E.C. at 

anghet and Hongkong were: 

liquidated on May 25. ! 

What The A.-O.F.C. Owned / 

In reply to further questions} 
by Dr. -Sellett, Mr. Curtis sai 

that at the close of business on! 
| May 23, the A.-O.F.C. was indebt- 

‘led. to Pierce and Company in the 

sum of U.S. $865,567.67 in respect 

of the Shanghai office, U.S. $73,- 

892.65 in respect of the Hongkong 

office, and U.S. $5,640.41 in respect 

of the Manila office. ae 


of the:jand Mr. 


Curtis) was unaware of the con- 


iitents. Further questioning elicited 


information that Mr. Curtis 
Brown had been well 
San Fran- 


the 


acquainted socially in 


|| cisco. 


Continuing to describe the busi-'|there was a “long” position, shares 
ness relations of Pierce and Com-;|could be transferred back andj 


Curtis said that when -' ae safekeeping accounts. This prac- 
. I > OE. | tice 
furnished margin both in cash and || regulations of the New York Stock | 
securities. Later, however, it de-'] Exchange. 


Safekeeping Accounts 

Mr. Curtis was then cross- 
examined in regard to the general 
practice of Pierce and Company in 
the matter of safekeeping 
accounts. In the case of individual 
customers, he said, Pierce and 
Company had the right to take 
shares out of safekeeping for 
margin requirements. 

Judge Helmick: That presup- 
poses, of course, that the customer 
has a margin account and a safe- 
keeping account? 

Mr. Curtis: 
honour. 

But in the case of a brokerage ! 
house customer, witness continued, ' 
the request safekeeping account 
was not disturbed, even if thej 
customer became under-margined. 
In the case of an ordinary safe- 
keeping account, however, where 


Naturally, your 


forth between the margin and 


was in accord with the! 


The trial will continue at 10; 


two letters of credit, one on _the!aim. to-day. 


wine cee eT nee 


y 16, 1936} /3//c4r 
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Gurtis Testifies Regarding 
A.-O.F.C. Safekeeping | 


Evidence At Yesterday’s 


Session Of Raven Trial 


Shows That Corporation Operated For Several 
Years Without Such Customers’ Safeguard 


Practically the entire length of 


yesterday’s session of the trial of 
Mr. Frank J. Raven and Mr. J. 
Warner Brown, President and 


Vice-President, 


Finance Corporation, on 16 
charges of theft, embezzlement 
and fraud, was devoted by the 


respectively, oft} from the time it was ©; i 
by 4 pened in 
the defunct American-Oriental |, June, 1938 until the end of May, |! 


‘Company, Dr. Sellett then took 
the witness in detail through the 
various transactions recorded in|’ 
the A.-O.F.C.’s_ safekeeping ac-|' 
count with Pierce and Company}, 


1935, a few days after the} 
A.-O.F.C. closed its doors. 
Photostatic copies of the sheets 


U.S. Court for China to the hear-}; o¢ the safekeeping account in the 


ing of testimony by Mr. C. 


Curtis of the San Francisco office |f 


of E. A. Pierce and Company re- 
garding the safekeeping account 
which the A.-O.F.C. had with his 
firm. P 

The session, which began at 10 
a.m. and lasted until 4 p.m., with 
the usual lunch hour intermission, 
was singularly lacking in_inter- 
est from the public point of view. 

When it terminated, the pro- 
secution had handed in its 285th 
exhibit in the cake, and it was in- 
dicated that with the continuance 


of full-day sessions, except on | 


Saturday and Sunday when the 
Court does not sit, the trial will 
not be concluded before January 
24, which is Chinese New Year,} 
and may even continue beyond 
that date. 

Mr. Curtis, who was recalled by 
the’ prosecution after having, 


given testimony on several pre- 
vious occasions, told the Court 
how Mr. J. Warner Brown had 
visited him in San Francisco, in 
1930 with a view to studying the 
business methods of E, A. Pierce 
and Company in stock market 
transactions. ; naa 

Dr. Sellett, Assistant District 
Attorney, introduced a letter 
written by Mr. Brown in San 
Francisco to Mr. Raven in Shang- 
hai and reading, in part, as fol- 
lows: 

Mr. Brown’s Letter 

“T took up both with Mr. Woods 
and Mr. Curtis the matter of hold- 
ing securities in our margin ac- 
count which have been entirely 
This is a matter of im- 


portance and where the stock has; 


in case we 
shares in our margin account and 
were borrowing against them.” 
Evidence then elicited by Dr. 
Sellett in examining Mr. Curtis 
showed that the. A.-O.F.C. had 
safekeeping account 


character between thi ns 
and that had taken place in 1930. 
No Safekeeping Account . 
Having thus established. the 
fact that the -A.-O.F.C. had oper- 


ated for several years without |}, 


Ee, ae adit te 
: n rour : Fam oO: ie 
a. ; unt which 


=regul: 
: the A.-O.F.C,-had.with Pierce and 


| Sellett and 


ledger of E. A. Pierce and Com- 
any were introduced by Dr. 
identified by Mr. 
Curtis as authentic records. The 
witness also identified sundry _ cor- 
respondence which had passed be- 
tween the A.-O.F.C. and Pierce 
and Company relative to trans- 
fers of stocks into and from the 
safekeeping account as recorded 


on the ledger’ sheets. Most of 
this correspondence bore the 
signature of Mr. 7. Warner 


Brown in ‘his capacity as man- 
eager of the A.-O.F.C. 

Dr. Sellett: Do the photostatic 
copies of the ledger sheets intro- 
auced here, and the correspond- 
ence relating to the entries there- 
in, reflect all the safe! ng 
transactions which the A.-O.F.C. 
\ kad with Pierce and Company 
} between June, 1933 and the end of 
iMay, 1935? 

; Mr. Curtis: They do. 

In reply to further questions, 
witness stated that shares of 2 
value of U.S.$3 or more were ac- 
eepted by Pierce and Company 
for hypothecation in the A.- 
O.F.C.’s margin account as from 
March 6, 1935. 

The Jones Transaction 

This point was introduced by 
the prosecution to show that the 
\Electric Bond and Share stocks 
|loat by a previous witness, Mr. 
Cc. R. Jones, were accepted in the 
AT 


margin account, whereas counsel 
for the defence had tried to show 
at an earlier session that shares 
‘of a value of U.S.$5 or less were 
‘not accepted in the margin | ac- 
teount by E. A. Pierce and Com- 


:" “Phe only: other witness yester- 
day was Mr. Hermann. Aufwer- 


lings th Mr. Stanley G. 
-Kirkland, a witness of the pre- 
vious day. 


Meotrpecicererncs 
105 iy .F.C. as a sales- 
an, said the had visited Mr. 
' Kirkland severa) times in May, 
14988 to solicit business. One day, 
Mr. 


Wanted Scrip Held 4 
_Mr. Kirkland, e 1 Wit 
ness said, .that he ‘wanted the 
scrip held by Pierce and Com- 


to endorse ‘s | signa’ 
elgg s waa néither selling 
‘nor ‘. serine SH 


Cross-examined by Mr. C. Ss. 
Franklin, who appears for Mr. J. 
Warner Brown, Mr. Aufwerber 
said that he got no commission 
and only bother out of the trans- 
action with Mr. Kirkland. He 
took the business in the hope that 
it would lead to further business 
later on, business that would | 
carry a commission. | 

The Court will sit again at 10 
a.m. to-day. 


ree ee 
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Mr. Franknn then ° me 2 
witness’s attention to the fact that 


a/Two Further Witnesses Inireg sec f 
Raven Case Testify 


mention Pierce and Company,: 
merely stating that the shares had | 
—_— been received for Mr. Kirkland’s ; 
American Factory Representative Tells Of Loss Of 
Sundry Shares Entrusted To The A.-O.F.C. For 
Transmission To E. A. Pierce And Co. 


New York stock account. : 
Witness: But I received a letter 
: Mr. Ki i i 2 
Yesterday afternoon's assion of oun sigromentn wbion he: Nase 


from the A.-O.F.C. enclosing a copy 
of a letter which they had sent to 
Pierce and Company when they 
‘forwarded the certificates to New 
York. 

i ? 
eed i Tt Watine bo nue ceived from the A.-O.F.C, showing ayy. Pein Dad you not 
U. 6. fOourt for Ching on 16 ‘%¢ shares as standing to his potiee that in that letter which the 
charges of “theft, srohaixlanieut bag Rae statements showing 4 O.F.C. sent to Pierce and Com- 
and frayd:.saw. the conclusion of "ty, aes ae pg < 
testimony” of the five victims of inese dividends from th 
the American-Oriental Finance O.F.C - e e 
Corporation crash who are named “Witness: 


pany it was asked that the shares 
be credited to the account of the 
in the indictment framed against oe 
the two defendants. there 


A.- A.-O.F.C. and not to your account ? 

Witness: I gave it no considera- 
The only witness called during 
the afternoon session was Mr. 


No. I just left them tion. : 
to accumulate. Mr. Franklin then referred to a 
Stanley G. Kirkland, local factory 
representative of the American 


Photostatic Copics ‘statement which Mr, Kirkland had 
Dr, ScNett then produced photo- received from the Liquidator after 
Hardware Corporation, who relat 


= A oe . This 
statié ‘copies of ‘Mr. “Kinkland’s the AO.F-C; had slates age agi 
bind ORES Les upon ‘which!’ the land’s shares had been sold on May 
witness identified the copy of his gn 4¢ her a6be 
Gown signature of endorsement. 27, 1935, three days after t 


Dr, Scllett: Why did you endorse Sir Franklin: I take it you did 
these certificates? not authorize the sale of your 
Witness: I endorsed them “in shares? 
he turned over ‘to’ the. A.-O.F.C.| blank” to render them negotiable Witness: I did not. 
| for transmission in safekeeping te} for transmission to E. A. Pierce Mr. Franklin: Now, Mr. Kirk- 
E. A. Pierce and Company, New| and Company. ‘land, the statements sent to you by 
| York, ; - Dr. Sellett: Were these share the ‘A.-O.F.C. show that you were 
| Mr. Kirkland’s evidence related| certificates your property? credited by the A.-O.F.C. with 
to the 15th and 16th charges in Witness: Absolutely. All the interest at the rate of three per | 
the indictment, which allege the} shares which they represented cent. on your credit balance. Did 
embezzlement and theft of 2} wcre fully paid for and were. that not indicate to you that the 
Socony-Vacuum shares, 25 I. T.| absolutely my property. . A.-O.F.C. was using your funds? | 
and T. shares, 25 Packard Motor Dr. Sellett: Did you ever see Not A Financier 
Car shares, 15 General Electric] them again after they had been| Witness: It did not. I was not 
shares, 10 Studebaker Corporation| handed to Mr. Aufwerber? ‘ financing the A.-O.F.C. The interest ! 
shares and 2 8/6 Radio Corpora- Witness: No, I never got them allowed was on the dividends which 
tion of America shares, beionging| back.- accrued from my shares and which 
to Mr. Kirkland and placed in the Dr. Sellett: | Did you ever I did not collect. This had nothing | 
custody of the A.-O.F.C, for safe-} authorize the A.-O.F.G. of either to do with the shares themselves. : 
keeping. . of the defendants to hyposthecate, It was my understanding that the 
Krew Them By Sight ' pledge or sell these shares: shares were to be taken out of my 


jed to the Court the circumstances 
under which he came to Igse 
numerous shares of stock which 


Z Witness: I never did. nume and transferred to the 

In answer to questions by Dr. Never Received Value A.-O.F.C. so that the A.-O.F.C., 

George Sellett, Assistant U. s. Dr. Sellett: Did you ever re- . through Pierce and Company, could 
District Attorney, Mr. Kirkland} ceive from the A.-O.F.C, or either , collect the dividends for me- 


Mr, Richard T. Evans, counsel 


; Said he was 42 yerrs of age and 
for Mr, Raven, asked the witness 


i + : i 
had resided in Shanghai since otf the defendants the value of the H 


certificates? at 


1821, He knew the defendants by Witness: No. ‘where he kept the shares before 
Sight, but not personally. Dr. Sellett: What was the |turning them over to the A.-O.F.C. 
In May, 1983, witness went on] approximate worth of the shares. “In my office safe,” witness 

to relate, Mr. Hermann Autwer-! When you turned them over to the {| replied. dee 
i A.-O.FIC.? Under re-examination by Dr. 


‘ber, a salesman of the A.-O. FC. | . i| 
celled at his office to solicit busi-'! Witness: About U. S. $2,500. || 
ness and witness turned over tu| Mr. C. S. Franklin, who appears ! 
him the shares cnumerated in the}, for Mr. J. Warner Brown, pointed | 
indictment, He instructed that{ cut that this figure contradicted | 
these shares, which were registered | the figure given in ‘he indictment, |j. 
in his name, be sent to E, A.| Which is U. S. $1,007.92. | 
Pierce and Company, New York, Dr. Sellett: Yes, the discre- || 
and Mr. Aufwerber gave him a! pancy is obvious, but I will prove |. 
receipt ae ae serip, : abe ue at x coe ae 
Dr.‘ Sellett | (producin an|'" Judge elmick: It is only ‘ 
A.-O. F.C. signature card) Did |! necessary to prove that a value of | |Court, testimony was taken. cient 
you ever see or sign a card of this| U. S. $30 is involved, ; oa ae ted Olah age 
type before the A.-O.F.C, closed ; Crocs-Examination a transaction with the A.-O.F.C. 


Sellett, Mr. Kirkland said that’ 
when he received periodical state- 
ments from the A.-O.F.C., setting 
forth particulars of the shares 
which he had handed over to them 
for transmission to New York, he 
always understood that the shares 
were his own absolute property. 

i Mr. Yates Gives Evidence 

| At the morning session of the 


down on May 28. 19357 Mr. Kirkland was then submitted |' | < ‘ i i 
Witness: No, . to a lengthy cross-examination by anwolviogg 100 Curtiss-Wright 
Dr. Seltett: Why did you give | Mr. Franklin as to what he under-|'|*"3i°°"yvotes? evidence was to the 

your share certificates to Mr | stood was to happen to his shares eff. t that he had paid the, 


Aufwerber? é 
' Witness: I wanted them sent to 
New York for my account. They i 
were i> ibe lodged with E, of 
Pierce and Company, because I}: 
had no facilities for handling the 
‘ dividends which accrued on thein. 
Certificates Forwarded 

Mr, Kirkland then went on to 
say that he received a letter from |}! 
the A.-O.F.C, (produced in Court) |, 
informing him that his share 
certificates had been forwarded to |: 
. Pierce and Company, New York, |': 
. by_registered parcel ‘post. . 
Dr. Sellett then produced a 
letter written by the A.-O.F.C. to 
Pierce and Company, advising 
despatch of the certificates. This’ 
letter, which was signed by Mr. 
J. Warner Brown, asked Pierce 


a 


and Company to credit the 
A.-O.PIC. agecount with the 
shares, 


when_he handed them over to the 
A.-O.F.C. Witness said that he had 
chosen the A.-O.F.C. for the busi- 
ness instead of placing it with his 
bankers, the National City Bank 
of New York, merely because’ Mr. |: 
Aufwerber had called on him and |’ 
solicited the business. ) 
Mr. Franklin: But just why did 
you do it? Was it not because |' 
you contemplated trading in the| 
shares ? : 
Witness: No. I happened to know 
of Pierce and Company and I 


wanted them placed with that firm |' - 


‘as I hadn’t the facilities for hand- }: 
a accruing dividends. I travel |! 
a lot and am frequently odt of |: 
town. 
Reason For Endorsement 

Mr. Franklin: If you did not 
intend trading in the shares, why 
did you endorse them and render j. 
them negotiable? 

Witness: Simply_bees=---"7- 


and Comment 


specially for the purpose of testify- 
jing at the trial ut Messra.' Raven f 


A.-O.F.C. for the purchase of these 
100 shares in full, but had never 
received them, After the A.-O.F.C. 
had closed down, he was informed 
by the Liquidator that the shares 
had been sold on May 27, 1935.- 
That was three days efter the. 
closure: 

As in the case of previous wit- 
nesses, Mr. Yates declared that he 
had.never authorized the A.-O.F.C. 
or cither of the defendants to 
pledge,’ hypothecate or sell his 
shares or\eny of them. 

The trial proceedings adjourned 
‘ut 4.15 p.m. yesterday and will be 
resumed at 10’a.m. to-day. One 
jo the government witnesses ex- 
pected to be called to-day is Mr. 


' ic. J. Haley:of San Francisco, who 


;was formerly an official of the 
,A.-O0.F.G. Together with Mr. C. C. 
‘Curtis of E. A. Pierce and Com- 
‘pany, he was-brought to Shanghai 


See a 
Leen HBOS 


TESTIMONY BY CURTIS 


and fraud were somewhat 
preceding dull session by. 


ipsa Sac rence ae Se et Pe a eee ea 


-P. Officer Testifies 
Trial In The U.S. Court 


Witness ‘Tells How He Intended 
Which A.-O.F.C. Held, But Ra 
Project ; Shares Gone And Money With Them 


Court proceedings in the trial of Mr. Frank J. Raven} 


and Mr. J. Warner Brown on charges 
enlivened 


| 


To Sell His Shares: 
ven Crash Killed 


i 
t 
t 


SHOWS THAT RAVEN 


FIRM PLEDGED FULLY-PAID STOCKS . 
ene i 


1 
of theft, embezzlement ; 


tions with the American-Oriental Finance Corporation. 


| The testimony of Mr. Jones re- { 
1: lated to Counts 12, 18 and 14 in the 
ylindictment of the defendants, who 
jare being tried before Judge Milton 
'J. Helmick in the United States; 
iCourt for China. These counts: 
‘charge the defendants with em- 

bezziement of a cheque for 
| Sh.$549.18, drawn by Mr. Jones on 
|the Hongkong and Shanghai Bank- 

ing Corporation in favour of the 
American-Oriental Finance Cor- 
,poration, embezzlement of the pro- 
|ceeds of the cheque, and theft of 
'the cheque itself. 


The cheque, according to the} 


; testimony, was given to the “calf 


{O.F.C. by Mr. Jones in full pay- 
|ment of 50 shares of Electric Bond 
and Share stocks, but Mr. Jones | 
!never received the shares, nor was 
ithe money refunded to him. | 


Mr. Jones Testifies { 
Stating that he was a British ' 
jsubject, 32 years of age, and t 
| he had been in the Shanghai Muni- 
cipal Police for six years, Mr. 
Jones told the Court, in reply to! 
questions by Dr. George Sellett, | 
‘Assistant District Attorney, that 
jhe was acquainted with both de- 

fendants, but that he was better 
acquainted with Mr. Brown than! 


with Mr. Raven. i 


hat ,14, 1935. The 


“Only too weli,” witness prompt- 
“J had to my credit 
tric Bond and 


ly returned. 
BO fully paid up Elec 
Share stocks. Previously the A 


O.F.C. had delivered ‘to me 200 ‘of; 


these shares for which I had Pe 
e-' 


jn full. That was a few weeks 
fore the bank closed.” 


Continuing, the witness said he: 
had received monthly ledger state-' 
‘ments showing his position with: 
‘the A.-O.F.C. He then went on,to 
‘describe the transaction in the 50: 
Share stocks 


Electric Bond and 


which he said he had fully paid for 


but never received. 

4 Transaction Described 
Witness ordered these shares 0 
February 28, 1935, and in du 
gourse received a notification from 
the A.-O.F.C. to the effect 

shares had been purchased for his 


taccount and asking him to pay 


the cost of same, namely, 


them 
That was on March 


U.S.$210.12. 


a cheque on the Hongkong and 
Shanghai Banking Corporation for 
the equivalent amount in Shang- 


hai dollars. 
cheque, which he delivered to the 
A.-O.F.C., was $549.18 and it in- 


cluded an amount of U.S.$2 which 
he owed the A.-O.Flc. for the 
cost of a cable. He received from 


the A.-O.F.C. a receipt for the| which were 


His dealings with the A.-O.F.C., 
witness went on, commenced in 
August, 1931, when he bought 57: 
shares of stock in the A.-O.F.C. 
It was in 1932, however, that he 
atarted dealing in New York stocks 
through the A.-O.F.C. He con- 
tinued such dealings until the A.- 
O.F.C. closed down in May, 1935. 

Mr. Jones identified a signature | 
card of the A.-O.F.C. which he had ° 
signed when he commenced dealing 
in New York s 3, It was dated 
February 29, 1932. He also iden- 
tified his signature on the reverse 


othecation. 

hat were the cir-; 
ou to start 
.F.C.2 i 


eral form of h 
Dr. Sellett: 

cumstances which led 

business with the A.- 


| Witness: I started-dealing with |: 
‘them when I re 


| 
: To me 


“Oriental Banking Cor-| 
the A.-O.F.C. were; 


Witness 
| (America 
poration) and 
Jone i 
| °"Prosecuting counsel then asked ’ 
hether he recall 
was with the. 
March, 1935. 


outinued ow Page.5, Col. I.) : 
oat enn: aa a | 


4 
7 


side of the card, which was a gen- © 


cheque. 
The cancelled cheque for 
Dr. Sellett and the witness 
identified it as the one which he 
had delivered to the A.-O.F.C. and 
with which his. account with the 
Hongkong and Shanghai Banking 
Corporation had been debited. 
Dr, Sellett: Did you ever receive 
the 50 Electric Bond and Share 


: stocks which you paid for with that ily. 


cheque? 
Did Not Set Shares 
Witness: I did not. When I 


heard that the A.-O.F.C. had gone 
smash I sent them a letter, in- 


structing that under no circum- 


stances were my 50 shares to be 
wa 


y. 
Did you get the 


Dr. Sellett: Did you ever at any 
time A.-O.F.C. or 
either of the defendants to picdge 
or hypothecate those shares? 

Witness: I did not. 

Mr. C. S. Franklin, counsel for 
Mr. J. Warner Brown, then rose to 
cross-examine Mr. Jones ‘and ques- 
tioned the latter_in.detail as to his 
various transactions with the A.- 


his first 
;, been, 
i bered it on 
ji; had lost money 


¥ 
| 


yesterday after the; P 
the dry humour of Mr. Charles 
Robert Jones, an officer ‘af the Shanghai Municipal Police, 
who was called by the prosecution to testify to his transac- 


~ 


that the; value. 


reupon witness drew 


the] 
igmcene in question was produced 
y 
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war)? 


oe “Only Too 
Asked if he count” rte" what } - 


stock: transaction “had: 
Jones said. he’ rented 
ly. too well becguge he; 


on itt *It 38! 
venture in Canadian Pacific Rail-| 
shares. He then bought) /. 
f General Motors*t—arry © 
These | 


Mr. 


way 
shares 0 
effort to recoup his loss. 
were bought’ * 20; 
slumped to 7.13. Later, howev-r, 
they soared to 30, but he sold out 
when they stood at 22. 
Fully paid up shares which he 
acquired through the A.-O.F.C., 
witness said, were lodged by him 


with the A.-O.F.C. as security for | 
further trading, 


Coming to his several dealings | 
-in. Electric Bond And _ Share,! 
witness told the ‘Court that he 
bought them at a rock bottom 


rice. 
“When they rose, I intended 
sellingy them and buying a_car| 
_with the proceeds. But the bank | 
clesed and I did not get my car. 
Mr. Thomas Waung, accountant 
of the A.-O.F.C, was then recalled } 
by the Assistant District prep 4 
and spent some time on the 
L witness-stand identifying office « 
documents and accounts relating « 
to the transactions between the ' 
A.-O.F.C. and the previous wit-* 
ness. 
Shares Under U.S.$5 
Under cross-examination by 
Mr. Franklin, witness disclosd | 
‘the fact that customers of the; 
1A,..0.F.C. had to pay eash for all; 
shares of stock which were of a 
Messer value than U.S. $5. 
i Mr. Franklin: Why was that? 
| Witness: Because F. A. Pierce 


njand Company would make no loans 
e!against such shares. 


Shares of 


less than U.S. $5 had no loan 
Dr. Sellett: But Pierce and 


; Company accepted hypothecation 


‘of such shares? 

' Witness: Yes. 1 

j_ Dr. “Sellett: In other words, | 
shares were accepted in the | 


j such 
margi 
le. 


n account which the A.-O-, 
had with Pierce and Com- | 


The amount of that; pany? H 


Witness: Yes. { 
| | Mr. Franklin thereupon drew | 
‘the Court’s attention to the fact. 
‘that the witness had given con-| 
| trary answers to two questions 
in essence the same. 
Ask Mr. Curtis 

Mr. Waung:: You had better 
ask Mr. Curtis to answer these 
questions, He is the representative 
f Pierce and Company and knows 
the position better than I do. 

During the course of yesterday's 
proceedings, Mr. ‘c. S. Franklin 
‘ addressed the Court with a com- 
-plaint, to the effect that the 
‘defence was -being treated unfair- 


“We have been very seriously 
handicapped,” counsel declared, 
“by: not having at our disposal. 
any of the documents which will 
‘prove the defendants’ entire in- 
nocence. Even witnesses who have 
been called for the -Government 
have been cautioned against an- 
swering any questions put -by us.”? 

In reply, Dr. Sellett said that 
in such a case as the one now 
being. tried -the defence would 
would naturally refrain from dis- 
| cu the. matter with Govern- 
‘ment witnesses, and from question- |: 


e 


Cerne 


: 


Pa \ Se 


No Obstruction Intended 

“The Goverment does not wish | 
te prevent ‘the defen from 
cbtaining any evidence which! 
might be helpful to them. They| 
can ae. witnesses on thei 
witness-s as much. as they: 
like, After all, it is obvious that, 
certain witnesses are Govern | 
ment witnesses and I think the} 
usual practice is to stay away| 
from such witnesses in the same 
way that the prosecution would 
not preume to get into contact 
with witnesses whom the defence 
propose to call.” 

Judge Helmick: If the defence! 


calls for any specific document, 
the Government will certainly 
produce it, but it is unreasonable 
to expect them to go over a wide, 
unspecified area in a general hope 
of something turning up. 

Another feature of yesterday’s 
proceedings was a heated alterca- 
tion between the prosecution and 
the defence as to whether the 
A.-O.1°.C, carried out all requests 
by clients for transfer of shares 
from its general, or margin, ac- 
count with E, A, Pierce and Com- 
pany to the safekeeping account 
or to any other account which 
clients might specify. 

This arose from the morning 
testimony of Mr. Thomas Waung, 
A.-O.F.C. accountant, which dealt 
with the transactions between the 
A.-O.F2S, and Mr, Lucien C. M. 
Basset, French exchange broker, 
who gave evidence at a previous 
session, regarding his loss of ap- 
proximately U.S.. $50,000 as a 


‘result of transactions with the 

A.-O.F.C. 

‘ Stocks In Margin 
Prosecuting counsel elicited 


from Mr, Yaung the fact that the 
A.-O.F.C. had both a safekeeping 
account and a margin account 
with E, A. Pierce and Company, 
but that all of Mr. Basset’s 
stocks, for which he had paid the 
A.-O.F.C, in full, were placed in 
the margin account, 

Under __cross-examination by 
Mr, Franklin, Mr. Waung stated 
that share were put into the 
safekeeping account only when 
customers of the A.-O.F2c, so re- 
quested. Counsel than asked the 
witness to prepare a list of all 
share transfers to safekeeping, or 
for registry and delivery to 
clients, from December 1, 1933 to 
May 23, 1985, when the A.-O.F.C. 
closed its doors. 


Mr.- Waung: There were many | 


requests for such transfers. 

Mr, Franklin: Were all such re- 
quests fulfilled? 

Mr. Waung: Yes. 

Mr. Franklin: Up to the very 


time the A.-O.F.C. closed its 
doors ? 

Mr. Waung: Yes. : 

Mr. Franklin: Was Mr. Basset 


notified of all changes in his ac- 


,count and of its status at all 
times? 
Mr. Waung: Yes. 
Basset Not Informed 
Dr. Sellett: Did notices to Mr.}. 


Basset inform him that his trans- 
actions were in the general, or 
margin, account, and that his 
shares had not been fully paid for 
by the A.-O.F.C.? 
' Mr. Waung: No. 

Dr. Sellett: Was Mr. Basset in- 
formed that his shares had been 
hypothecated to Pierce and Com- 
pany? 

Mr. Waung: No. 

Mr, Franklin: Would Mr. Basset 
have been notified if his shares 
had been put in the safekeeping 
account ? > 

Mr. Waung: Yes. 

Dr. . Sellett: -With reference to 
Mr. Franklin’s request that Mr. 
Waung -prepare a list of share 


transfers, the Government would 


ibe--glad : to = ,if, the defena-}-. 
ibe. mind (to comely sccunsel will in 
uests for such: right 


form us where. 


transfers may be found, 


Mr. Franklin: Are you suggest-i must be kept separate.” 


{ 
ing that such requests were not! 
carried out? 3 

Unable To Re-Finance j 
Dr. Sellett: I will prove that 
one was not carried out, except] 
slowly, over a period of months, / 
because the A.-O.F.C. was not in; 
a position to do the necessary re-| 
financing. | 
i “Mr. C. C. Curtis of E. A. Pierce 
and Company was then re-called 
and identified various letters} 
which he had sent to the A.-O.F.C.} 
confirming the purchase of Mr.! 
Basset’s stocks. Mr. I-ranklin sub-. 
jected the witness to a lengthy! 
cross-examination on the subject: 
of the margin account which the| 
A.-O.F.C. with E. A. Pierce and, 
Company. } 
Mr. Franklin: If Mr. Basset had; 
requested the A.-O.F.C. to trans-: 
fer his shares, on May 23, 1935,/ 
to the safekeeping account with} 
Pierce and Company, and the re-; 
quest had been transmitted to you,! 
would this have been done? 


Witness: It would if the 
A.-O.F.C. had sufficient margin 
with us. : 

Mr. Franklin: Did they on that 
date—the date on which the 
A.-O.F.C. closed—have sufficient 
margin? 


Witness: I don’t think so. 

Dr. Sellett: The Basset shares 
were at all times pledged to E. A. 
Pierce and Company? 

Witness: Yes. 

Leeway Allowed 

Dr. Sellett: How much did you 

usually allow the A.-O.F.C. to be: 


U.S. $15,000 to U.S. $20,090. ' 

Mr. Waung was again recalled 
and identified initials on_ letters 
received by the A.-O.F.C. from 
Mr. Curtis. One set he identified! 


Mr. Curtis was followed on the! 
witness-stand by Mr. Hermann 
Aufwerber, Austrian salesman 
employed by the A.-O.F.C., who 
had put through the transactions 
| of the corporation with Mr. Bas- 
set. 

This witness testified that all 
the orders for stocks which _he 
secured, including those from Mr-.: 


Basset, were initialled by Mr. J. 
Warner Brown before being plac- 
ed in.the locked order box at the 
A.-O.F.C. offices. 

Continuing, the avitness related 
how Mr. Basset had on one occa- 
sion asked him if.his (Mr. Bas- 
set’s) shares held by the A.-O.F.C, 
were safe.  & 
: Asked: At Office 

Witness, as -far as lie could re- 
collect, inquired .of one. of- the 
A;-O.F.C. officials, since. it . was 
his habit, when a customer made 
;an inquiry, to get the informa- 
tion sought at the office and not 
assume personal responsibility by 
answering without reference to: 
his superiors. . i 

“I was told at the office on this 
‘oceasion,” Mr. . Aufwerber _ said, 
“that Mr. Basset’s shares were in 
the. safekeeping account as.. dis- 
‘tinct. from the margin account. I 
do not remember which of the 
Officials gave me this informa- 
tion.” -j 

On another occasion, witness 
said, he had a conversation with. 
Mr. Samuel Sievertz, an official ; 
of the A.-O.F.C. who was in 
charge cf the collection ‘of margin. | 
At that time the New York mar- 
ket had taken a drop and he was 
asked to collect margin. But later; 
Mr. Sievertz told him everything 
was alright since they could use’ 
the Basset account, the A.-O.F.C. 
being “good enough for a day or 


two.” ‘ 

_ -Procedure Attacked 
“I answered that this was not 
and that all fully paid 

including Mr. Basset’s; 


shares, 


Replying to further questions, 
witness said that the A.-O.1F.C. 
had employed seven or cight sales- 
men, foreign and Chinese. He 
started with the firm at a salary 
of $150 a month. 


earned on the 


sion basis and t 
javerage over $1,000 per monta. 
Cross-examined by Mr. Frank- 


lin, Mr. Aufwerber said the con- 
versation with Mr. Sievertz to 


_as those of Mr. J. Warner Brown.!which he had referred took place 


in October or November, 1034 but 
he could not remember exactly 
when. Sievertz went on leave and 
when he retuned to Shanghai, 
witness said to him: “You have 
put me in a hell of a mess,”” 

My. Franklin: I  dun’s want to 
hear about that. I want you to 
tell me when your conversation 
with Mr. Sievertz took place. 

Witness: I don’t recollect. It 
was in Octcber or November. I 
remember that because it was just 
after Mr. Sievertz returned. 

Mr. Leon Feingold, accountant 
of the American-Oriental Banking 
Corporation, was then recalled by 
Dr. Sellett and testified that. a 
cheque drawn by Mr. Basset for 
U.S. $11,553 in favour of the 
A.-O.F.C. had been paid in and 
credited to the account of the lat- 
ter on December 18, 1923. 

Dr, Sellett: From the bank 
ledger it appears that the cheque 
was cashed? 

Witness: Yes. 

Yesterday’s session of the Court 
lasted until 4.15 p.m. and Judge 
Helmick then ordered an adjourn- 
ment until 10 a.m. on Monday. 


7 


The second |}}. 
undermargined? month he got $200. Later on, he | — 
Witness: Usually not more than ;worked exclusively on a commis- 


Broker Tells Court How 


Faith In Mr. Raven Cost | 


Him Loss Of Large Sum 


ae 
Testimony Given By Mr. Lucien Basset At Trial Of This 


Messrs, Raven And Brown Discloses Limitless 
Confidence In Former Finance Magnate 
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“I always checked the; 
ments very carefully. The 


ae} 
pire 


correctly’ reflected my fransactions . 


Ways correct.” iva. &. 
_ Defence Protegts ro 
| In giving his test 
: Basset’s answers to th 
District Attorney’s question were 
freuuently rephrased by the-ttter 
or clearer entry in the record. 
procedure brought protests 
rom counsel for the defendants, 
who asserted that Dr. Sellett was 
putting words into the mouth of 
the witness. 


VICTIM DID EXTENSIVE BUSINESS WITH THE overvulea so ons, Hore, usually 


A.-O.F.C. BUT NEVER VISITED OFFICE 


remarked that the witness’s 


i: = pa * . meéan- 
ing was quite obvious and there 
could be no objection to Dr. 


Evidence showing how a customer of the now defunct! Sellett’s clearer repetition of the 
American-Criental Finance Corporation lost approximately’ 


U.S. $50,000 largely as a resu 


lt of reposing unlimited confid- 


ence in that institution due to the reputation of its Presid- 


ent, Mr. Frank J. Raven, was 
States Court for China, 


when Mr. 


given yesterday in the United 
Lucien Claude Marie 


Basset, prominent local French exchange broker, testified to 
his stock transactions with the A.-O.F.C. at the continued 


hearing of the 16 charges of theft, fraud and embezzlement through 


which have been preferred against Mr. Raven and Mr. J. 
Warner Brown, who was Vice-President of the A.-O.F.C. 


The Court was in recess in the 
morning and the fourth session in 
‘the case commenced at 2- p.m. in | 
u courtroom crowded with proe- | 
mincnt representatives of the local | 
community of stock and exchange 
brokers, who are evincing a lively 
interest in the proceedings. The 
entire session was devoted to the‘ 
cxamination of Mr, Basset by Dr. 
Gecrge Sellett, Assistant U.S. Dis- 
trict Attorney, and cross-examina- ‘| 
tion by Mr. C._S. Franklin and. 
Mr. Richard T, Evans, counsel for } 
the defendants, 

Speaking in halting English - 
with an obviovs French accent, 
Mr. Basset told.the Court that he 
commenced dealing with the 
A.-O.F.C, in the- latter part of 
1933 through cne of the A.-O.F.C’s | 
-salesmen, a Mr. Aufwerber, \ 


Was A Neighbour 


_| Francisco. 


Mr. Aufwerber, he said, was a 
‘neighbour of his. The first trans- 
_acticn with the A.-O.F.C, was put 
jthrough, however. in Mr, Basset’s | 
loffice in the Hongkong and Shang- | 
;hai Bank Building. | 
The first step taken was Mr. | 
| Basset’s. signature of the ‘custoni-! 
lary: gj. mature card” x ! 
the - ‘AO? .Ceniied 3 
‘transactions with. clic! ; 
: Dr, Sellett drew, the witness 
{attention to. the fact.that this card, 
produced in Court, was_not signed 
on ‘the. reverse side by Mr. Basset. 
It wks dated November 11, 1933. . 

“Why did you not sign the card 
ion the reverse‘side, in the space 
|provided for signature?” Dr. 
Sellett asked the witness, i 

Witness: I did-not sign on the 
reverse side because the business 
‘which I intended doing with the 
!A.-0.F.C. was to be*cash business 
and not a margin business.: The 
reverse side of the card, related to - 
the margin type of‘ transactions. 

In reply to further: questions by 
Dr, Sellett, Mr. Basset, went on to 
describe numerous stock trans- 
actions which he had with the 
A.-O.Fic., in which he purchased 
and sold blacks, of stock in the 
American Telephone and_ Tele- 
graph Company. and .the Western 
Union Telegraph Company. Wit- 
ness also identified numerous order 
slips, advices and.statements relat- 
ing to these transactions upon 
which his signature appeared and 

yhich were ‘offered as exhibits. by 
prosecuting ccunéel. eae 


rita, " \ 
eae 


Memos Received 


Al orders, witness told the! 
Court, were placed through Mr." 
Aufwerber. “When I placed an 
order for stocks I always received! 
from the A.-O.F.C. a debit memo. 
for the ccst of the cable to Sani 
Similay debit notes: 
were sent to me when I gave} 
orders for the sale of stocks or for; 
the cancellation of orders which I 
had placed.” 

Dr. Sellett: After you had placed 
orders, did you always_ receive | 
from the A.-O.F/c. notifications 
that the stocks you had ordered 
had been purchased for your ac- 
count? . 

Witness: I did. 

Mr, Basset then went on to de- 
scribe a transaction involving the 
payment by him to the A.-O.F.C. 
of U.S. $11,553 by means of a 
draft drawn by the Shanghai office 
of the Banque Franco-Chinoise on 


the Irving Trust Company in New 


York. 5 ' 
Messrs. Raven and Brown are 


of this draft and with 


feloniously defrauding.Mr, Basset 


by having falsely. pretended and 
represented to. him that the 
A.-O.F.C, had, on or about Decem- 
ber 16, 1933, tpurchased for him 
, 100 shares of American Telephone 
| and Telegraph stock of the reason- 
| able woxth and value of U.S. $11,- 
553, represented by the aforemen- 
tioned pera ater en they had not 
in, ‘fact purchased said shares. 

y Cheque For $11,553" 


ke had written to the Banque : 
Wranco-Chinoise requesting them.) 
to issue a compradore order for :) 


Witness identified a letter which 7 


aPrswers. 

Mr. Basset then went on to de- 
scribe a_ transaction involving a 
sum of U.S, $28,000 which he had 
paid by telegraph to the A.-O.F.C, 
for the credit of the latter’s ac- 
count with E, A. Pierce and Com- 
pany, San Francisco, 

is remittance was also sent} 
our the Banque Franco- | 
Chinoise, At the time, he had al- | 
ready received notification from: 
the A.-O.F.C. that they had filled 
an order which he had placed for 
a further 100 A, T. and T. shares. 
This remittance was to cover the 
purchase price of those shares. 
But the remittance covered more 
than that amount and the balance 
Was to be placed to his credit for 
further transactions, 

After that, Mr. Basset said, he 
continued to do business with the | 
A.-O.F/C, for more than a year, 
buying and selling shares. He de- 
scribed several transactions in 
January and February, 1934 in- 
volving orders for blocks of A. T. 
and T, and Western Union stock. 

Never Visited Offices 

Dr. Sellett: During the entire 
period of these transactions did 
you ever visit the offices of .the 
American-Oriental Finance Cor- 
poration? 

Witness replied that he did not. 

Dr, Sellett: Did you visit those 
offices at all before the A.-O.F.C. 
closed down on May 23, 1935? 

Witness: No. 

Dr. Sellett: Were you credited 
by the A.-O.F.C. from time to time 
with dividends on the New York 
stocks which you had purchased? 

Witness: Yes, I received credit 
memos. 

Dr. Sellett: Who asked you to 
telegraph the U.S. $28,000 to E. A. 
Pierce and Company? 5 

Witness: The A.-O.F.C. It was 
to.pay for shares and to establish 
a credit for-me with Pierce and 
Company, But all my_ dealings 
were through the A.-O.F.C. 

Mr. Basset then told the Court 
..another telegraphic transfer 
ich he had made to Pierce and 
Company through the - Banque 
fr: .co-Chuoise, for the sum of j 
U.S, $10,0:-  «Is0 in comestion with: 


of 


U.S. $11,553 to pay. for the. 100 .', 7 P 
A. T. and T. shares, The bank,” GX, .2v "wes through the. 
however, only - issued - ore 3. «Sell. When you trans- 


orders for Chinese currency. Ac-, 
cordingly, they furnished him. a- 
cheque for the amount in question j 
on the Irving Trust ‘Company, 
New York, their correspondents... ; 
“I endorsed this cheque over to: 
the A.-O.F.C.,” said Mr. Basset,.”. 
“and handed it to Mr. Aufwerber,: 
the salesman, for the A.-O.F.C.,-to 


j-atthe.: .ums t. ©. A. Pierce 
Compa: y—the U.S. $28,000 
{J.S,-$10,0C0-—were you owing 
money t the A.-O.F.C.? 
Owed Them Nothing . 
L. witness looked: momentarily 
~crnivsged- and then exclaimed 
en aa e owed them money?.- 
sa d 


; owe them any mone} : 
a digg the. 100 A..T. and T. hhey owed me monuy! They ote ; 
eee Be heed. ‘ity awa" me money! Loud laughte: | 


from. the A.-O.F.C,. notifying me. 
that the 100.shares had-been pur- 
chased. Likewise in other -trans- 
actions, « 


mmi~the avdience, in which the 
‘éndants : Dhet, eenten this re- 


N 40 


PB 


With the A.-O.F‘C, They were al. | 


-Mr. 
ec ‘a 


Seeetenmetmmene on hanaaenehdhheneiee ten? 


ae, 


Ye 


/ 


Tete 


| When the U.S. $10,000 was! _ 
‘The statements which they sent 


'A.-O.F.C." And when the A.-O.F.C. bhim showed that the shares had 


jtclerraphed witness proceeded, he 
| already peti a eredit balance with 


‘closed down on May 23, 1934 the 
{A.-O.F.C, should have been hold- 
‘ing for him, according 
istatements which they rendered, 
j400 shares of A. T. and T. and 
1100 shares of Western Union 
, Stock, 

' Dr. Sellett then questioned the 
witness as to the ownership of the 
first draft for U.S. $11,553 which 
he had handed over to the 
A.-0.F.C. 


“Did you own that draft?” pro- ; 


,Secuting counsel queried. 

Witness: Yes, bought the 
draft at my bank. It was my pro- 
perty. I endorsed it over and de- 
livered it to the A.-O.F.C, 

Dr, Sellett: Did the bank debit 
your account with the draft? 

Witness: Yes. 

Dr. Sellett: And the A.-O.F.C. 
credited your account with the 
amount of the draft? 

Witness: Yes, 

Dr, Sellett: Was the draft ever 
returned to you by the A.-O.F.C.? 

Witness: No, I never got it 
back. 

Dr, Sellett: The A.-O.F.C. also 
credited your account with the 
draft for U.S. $28,000? 

Witness: They did, 

Nature Of Transactions 

Prosecuting counsel then went 
on to question Mr. Basset as to 
ieee ry Py to be the 
nature of his transactions with t 
A,-O.F.C, sine 
a “I thought,” witness declared, 
that the A.-O.F.C. were using my 

money to buy and pay for the 
stocks which I ordered.” 
Dr. Sellett: Did you ever 
authorize the A.-O.F.C. or the de- 
fendants to hypothecate the stock 
which you bought to any third ° 
party? 

Witness: Certainly not. 

... Mr. Basset then went on to say 
‘that on one occasion he had asked ; 
Mr, Aufwerber whether the shares , 
he had bought were under his 
(Mr, Basset’s) cover and in his 
(Mr, Basset’s) name. 

_ “My, Aufwerber told me he had 
inquired at the office and had 
found that everything was all 
right.” 


Dr. Sellett: Did this happen 
while you were still actively 
engaged in buying and selling 


stocks through the A.-O.F.C.? 
Witness replied that it did and 
added that not only were all the 
shares which he ordered paid for 
by him in full, but, on May 28, 
1935, when the A.-O.F.C. closed 
.down he had a cash credit with 
‘tic A.-O.F.C. of more than U.S. 
$4,000, 
| Prosecuting counsel then asked 
the witness whether he had ever 
‘authorized the sale of his shares. 
The answer was in the negative. 
“Now, Mr. Basset,” Dr. Sellett 
continued, “when you telegraphed 
the U.S. $28,000 to Pierce and 
Company, would you have done so 
had you known that the A.-0.F.C, 
had not used your previous draft 
to purchase the 100'A. T. ‘and T. |) 
shares which you had ordered?” ; 
_, Would Not Have. Paid. 
Witness replied that he would } 
never have made the remittance 
had he known such.was the case. 
Dr. Sellett: Would you have 
telegraphed that money if you had 
known | that your’. shares were 
hypothecated to E. A. Pierce and | 
Company. : 
Witness answered that he would 
certainly not have done so. It was 
es pallet binge = Yi ee been 
‘used to pay for the 1 - T.,and 
‘T.: shases which-he-ordered.. He 
‘thought that these shares had been 
paid for in full by the A.-O.F.C, 


been paid for in full, 
Dr. Sellett: Have you reecived 


to the/the 400 shares of A. T. and T. 


which the A.-O.F.C. stated it held 


for you? 
Witness: No. 
Dr. Selett: Or the 100 shares 


of Western Union? 


| Witness answered that he had 
'not reecived them, but had been 


'under the impression that the 
|A-O.F!C, was holding them for 
jhim in safekeeping. 

| Mr, Basset was next asked whe- 
{ther he knew Mr, Raven and Mr. 
Brown, the defendants in the case. 
He replied that he had known Mr, 
Raven for years but had only met 
Mr. Brown once, when the latter 
became a member of the Shanghai 
Club, 

In reply to Dr. Sellett’s final 
‘question in the examination-in- 
‘chief, Mr. Basset said that he had 
‘no other transactions with the 
A.-O.F.C. beyond those to which 
he had testified and that he had 
ceased dealing with the A.-O.F.C, 
some time before that institution 
closed down — probably — three 
months or more before. 

Cross-Examination 

Mr. C. S. Franklin, counsel for 
Mr, J, Warner Brown, then rose 
to cross-examine the withess and 
the crowded court-room leaned 
forward to catch more clearly the 
line of defence which it was ex-! 
pected the questioning would dis- |: 
close, . 

‘Counsel commenced by asking: 
‘Mr, Basset whether all his trans-' 
actions with the A.-O.F.C. had 
been effected through the salesman 
referred to, Mr. Aufwerber. Mr. 
Basset replied that they had, 

Mr. Franklin: Were all your 
transactions on a_ telegraphic 
transfer basis? 

Witness: Yes. 

Mr. Franklin: Did you ever sug- 
gest to Mr, Aufwerber that your 
shares bé placed in safekeeping 
with the New York correspondent 
of the Banque Franco-Chinoise, 
that is, with the Irving Trust 
Company? 

Was A City Father 

Witness: No, I never made such 
a suggestion. I thought the 
A.-O.F.C. was good enough. Mr. 
Raven was very well-known here, 
He was a City Father. The A.- 
O.F.C. was a flourishing concern 
(this with a suggestion of 
Sarcasm) and { thought I would 
like to help it along with some 
business. 

Loud laughter from the audience 
greeted this reply and: when it 
subsided Mr. Franklin resumed his 
cross-examination. 

“Did yqu have confidence in the 
A.-O.F.C,. and Mr. Raven when you 
started doing business with them? 
counsel asked. 

Witness: Yes, I did have con- 
fidence or I would not have given 
them my_ business. - 

Mr. Franklin: “then - asked the 
witness ‘whether he:had such con- 


“account” with the A.-O.F.C.? 

Witness (emphatically): No, I- 
had no account, but a credit. 

Mr. Richard T. ENans, counsel 
for Mr. J. Warner Brown, then 
plied the witness with questions. 
All his dealings in New York 
stocks, witness declared, had been 
put through the A.-O.F.C. He had 
never received any money from 
the A.-O.F.C. nor had he ever 
asked them to pay him anything 
from his credit balance. 


Mr. Evans: Did you ever ask 
the A.-O.F.c. for any = share 
certificates? 

Witness: No. 


Mr, Evans: Did you ever deal 
in stocks elsewhere—in London or 
Paris? 

Stick To New York 

Witness: We are talking about 
New York and not about London 
or Paris. 

Judge Helmick: He has made a 
perfectly good legal objection, 

Mr. Evans then asked Mr, 
Basset whether he had expected 
that the drafts which he had given 
the A.-O.F.C. would be sent to 
New York by the A.-O.F20, and 
not deposited by the A.-O.F.C, in 
an account here 

“That is cuisino,’’ 
plied. 

“A domestic affair,” Mr. Evans 
elucidated. 

The Court then adjourned until 
10 a.m. to-day. 


witness re- > 


fidence when the A.-O.F.C, .closed |: 
down, ‘but ‘Mr. Basset said he re- |- 


, fused ‘to’ answer that’ question, ~ - 
i The next question. to 
was inquiry as to what. he under- 
stood by the words “held for your 
account,” which appeared in the 
statements sent him by the 
A.-O.F.C. 

Witnees: I understood. that they 


witness |' 


meant: that the A.-O.F.C. owed me 


‘the stated number of shares. 
Mr, Franklin: It was your 


understanding” that you had an’ 
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Government Exhibits Reach 
High Mark In Raven Case> 


171 Documents Put In By Prosecution By Close Of 
Session Yesterday; Confirmation Of Basset 
Trading Given By Accountants 


Documentary evidence compris-'largely to the dealings by Mr. Lu- H 
ing 171 exhibits had been put into ;cien C. M, Basset, prominent ex- | 
the record at the close of the | | 
U. S. Court for China session; have lost U. S. $50,000 in the} 
yesterday in the trial on criminal |crash of the “Raven group” in: 
charges of Mr. F, J. Raven, presi- | May, 1935. ! 
dent, and Mr. J. Warner Brown, Mr. G. Choplin, comptroller of | 
vice-president of the defunct 'the Banque Franco-Chinoise pour | 
American-Oriental Finance Cor-|le Commerce et l’Industrie, identi- | 
poration. aes * ‘fied records showing the issuartte 

These exhibits, confirmed by ac- |of cheques amounting to $11.553, | 

countant witnesses, pertained | $28,000, and $10,000 (all in U. S. 
- >jeurrency? drawn on Mr. Basset’s 
account between the dates Decem- 
ber 16, 1983, and May 31, 1934. 
The latter two amounts were sent 
through the Irving Trust Com- 
pany of New York for the credit 
of Messrs. E. A. Pierce and Com- 
pany, and Mr. Basset’s name did 
not appear in_the transaction. 

Highly detailed evidence con- 
tinued in the afternoon when Mr. 
Thomas Waung, chief accountant 
of the defunct firm, identified ! 
these same amounts on the re-| 
eords of the A.-O.F.C., also noti- 
fications of dividends which were 
sent to Mr. Basset and entries in 
ledgers pertaining to the Basset 
account, 

No objection was made by the | 
defence, represented by Messrs. C. | 
S. Franklin and Richard T.; 
Evans. 

On April 30, 1935, witness said, 
the account of Mr. Basset was 
credited with 400 shares of; 
‘(American Telephone and_ Tele- 
graph, 100 shares of Western 
Union, and $4,136.75 in cash. Mr. |: 
Basset never had a debit balance; 
since December 30, 1933, he said. 


Sold After Crash 

Referring to an entry on May 
27, 1935, three days after the 
bank closed its doors and in the 
period before the liquidator took 
over, it was shown that the 
shares owned by Mr. Basset had 
been sold. 

Dr. Sellett: Did Mr. Basset 
give an order to sell these stocks 
at any time?—I do not think so, 
but I cannot be sure without ex- 
amining the records. 

Mr. Evans: We assume that 
no such order existed, but I think 
this is not the proper witness to 
confirm the fact. 

Dr. Sellett said he would with- 
draw the question until witness 
had examined the books. He said 
he wanted confirmation of Mr. 
Basset’s testimony. 7 

Opening again this morning for | 
a full day’s session, the prosecu- | 
tion it is believed will recall Mr. ; 
C. C. Curtis, officer of Messrs. A. 
E. Pierce and Company, and Mr. 
Aufwerber, the salesman who | 
handled. Mr. Basset’s business. 
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showing how Major 
i Howard, Shanghai 
i representative of the Douglas An- 
eraft Corporation, had placed an 
order with the American-Oriental 
| Finance Corporation in July, 123! 
‘for 80 shares of Douglas Aircraft 
stock; how he had paid fer the 
stock with a draft for U.S, $597.5) 
drawn on the National City Bank 
'of New York, but never got de- 


Evidence 


At Raven Trial 


| Court Hears How Customer Paid For 30 Shares Of 
Douglas Aircraft Stock While A.-O.F.C. 
Bought Them On 25 Per Cent. Margin 


JANUARY 8, 1936 
i ‘Pierce “and ~ Company, witness ; 
eagetaned sent cabled advice of, 


WEDNESDAY, 


iness Methods 


coming cables also did not contain 


the names of the A.-O.F.C.'s; 
customers. | 

When a cabled advice of orders: 
executed was received from Pierce | 
and ‘Company, the cable depart- 
ment compiled from it a “Business : 
Done Sheet.” This was-sent in to: 

In cross-examination by Mr. C.|the accounting department, which | 
'S. Franklin, counsel for Mr. J.jjin turn sent out notifications_ to / 
Werner Brown, Major Howard|the customers of the <A.-O.F.C.! 
said he did not know whether ladvising them that so and so many ; 
Mr. Brown and Mr. Raven were |!shares of such and such stock had 
in Shanghai at the time he made! been purchased for their account. | 
this transaction with the A.-O.F.C. This procedure, witness went on, j 
Questioned further, he said this; was observed in the case of the; 
(had been his first transaction in/transaction with Major Howard, 
|New York stocks, He was under! The draft which Major Howard, 
the impression that they’ would be; used to pay for the shares was | 
registered in his name since he|deposited by the A.-O.F.C. in a} 


the execution of orders, These in-|~ 


jlivery of the stock; and how the 


j authorize the A.-O.F.C. or the de- 
| fendants 


American-Oriental Finance 
poration, in turn, bought the 
‘from E. A. Pierce and Comps 
given yesterday 


margin, was 


‘the resumed hearing of the 
charges of theft, 
and fraud on which Myr. 
J. Raven and Mr, J. 
Brown are standing trial. 

The case, still in 
stages, shows every promise 
becoming the most protracted 


‘10 days or two weeks. With the 
ecnelusion of yesterday’s session, 
the prosecution had only called six 
!witnesses, while the number x 
_exhibits had reached an even 59. 
iThere are still many witnesses 
a daa the prosecution intends to 
eall. 
Major Howard Testifies 

Major Edward P. Howard was 
lthe first witness called yesterday 
‘and his evidence pertained to three 
‘of the 16 counts in the indict- 
ment. He told the Court that in 


‘iJuly, 1934 he gave to the Ameri- 


‘ean-Oriental Finance Corporation, 
through one of its salesmen, a 
!Mr. McTaggert, a verbal order for 
80 shares of Douglas Aircraft 
stock at 16%, 

Soon thereafter he received a 
signature card from the A.-O.F.C. 


‘|which contained the notation: 
iden- | 


“Buys Outright.” Witness 
tified the signature on the card as 
his own. On July 26, he purchased 


of the National City Bank of New 
York in the sum of U. S. $507.60 
and sent this to the A.-O.F.C. in 
payment of the shares ordered. 
This draft was payable to the 
A.-O.F.C, at the head office of the 
National City Bank in New York. 

Continuing, witness said that he 
received from the A.-O.F.C. a 
receipt for the draft and after 
that an advice from the A.-O.F.C. 
stating that 30 Douglas Aircraft 
shares had been purchased: for his 
account, From to time there- 
after, he received statements from 


: Ithe A.-O.F.C, showing that they 


held these shares for his account. 
“For Your Account” 


prosecuting counsel, 

understood by the words: “for 
your account” withess replied that 
it was his belief that the A.-O.F.C. 


‘| wege holding for him 30 shares of | 


iglas Aircraft stock. 
r. Sellett: Did you ever author- 
‘the A.-O.F.C. or any of its 


‘ 


cate stock to a ? 
‘Witness: No. , 
Dr. Sellett: Did you at any time 


to sell the stock? - 


Cote! never 

anaes sar 
oneay actually been done. 
San Francisco, on a 25 per cent. 
mm 
{the United States Court fur Chint Evans, Mr. Raven’s attorney, wit- 
:before Judge Milton J. Helmick at ness said he was aware that the 
16 Douglas Aircraft Corporation held 
embezzlement annual meetings. 

Frank 
Warner surprise you—if you were under 
its ayer were registered 
acted iN these meetings? 
the Court’s history and is likely 
to stretch out for at least another thought. 


veal City Bank of New York, showing |, 


a draft from the Shanghai office | 


Asked by Dr. George Sellett, | 
what he 


thad paid for them in full,’ but Lraer 
inquired whether this had 


Annual Company Meetings 
In reply to Mr. Richard T. 


Mr. Evans: Then did it not 


that the shares 
in your name— 
that you never received notices of 


the impression 


Witness: I did not give it a 
| Formal evidence was then given 
i by Mr. W. R. Marchman and Mr.} 
| C. G. Yow, employees of the 


i Shanghai branch of the National 


| that Major Howard had, on July 
| 26, 1984 purchased at their office 
|,adraft for U. S. $507.60, in favour 
‘of the A.-O.F.C. and payable on 
idemand after 30 days at the head 
office of the bank in New York. 
| Mr. Marchman testified that the 
draft had been duly paid, since 
no notification to the contrary had 
been received from the head office 
of the bank. 
Former Employee Testifies 

The next witness was Mr. 
Thomas Waung, 35, who told the 
Court that he had started work' 
ing for the A.-O.F.C. in 1930 
Prior to that he had been witt 
the Amoy branch of the American | 
Oriental Banking Corporation. ‘ 

In the Shanghai office of the} 
‘|A.-O.F.C., from 1930 on, he had’) 
"been engaged in general office and:! 
sales work and latterly in the ac- j 
counting department. The head of!; 
the accounting department, when HT 
witness entered it, was Mr. H. T. 
'|Chang, but the latter soon left 
‘and witness ‘took his place, re- 
maining head “of the accounting 
department until the A.-O.F.C. 
closed in May of last year. 

Continuing, witness said he was 
familiar with the methods of busi- 
ness of the A.-O.F.C., including 
their dealings with E. A. Pierce 
and Co.npany, San Francisco. 
| A Mr. Rosse was one of the 
officers of the A.-O.F.\C_ connected 
with sales work. They were the 
initials of Mr. Rosse which ap- 
!peared on Major Howard's pur- 


i 


(chase order for 30 Douglas Air-|: 
craft shares. This order was also}: 
linitialled by Mr. K. Hartman, the |! 
accountant. 
How It Was e , 
Describing the office routine in 
‘handling customers’ orders, wit- |: 
fmess said the first step was to/ 
‘place an order slip in a locked box 


f officers or employees to hypothe- +, which the cable de a 
¢ : partment had 
this third party? the key. At the wail of wach day, 


;the box was cleared by the cable 
department and the orders cabled ! 
4 . A. Pierce and Company in; 
‘San_ Francisco. The names of the| 
A.-0.F.C.’s customers for whomi 
the shares were -heing bought did: 
not appear in these cables. i 


-called to the witness-stand, 


iS 


gold dollar account which it had, 
with the American-Oriental Bank-: 
ing Corporation, i 
Raven, Brown Away 

Asked by Dr. Sellett whether 
Messrs. Raven and Brown were in 
Shanghai at the time of the trans- 
action with Major Howard, wit- 
ness replied that both were away. 
Mr, Raven was in the Uniled 
States. That was in July, 19384. 

Cross-examined by Mr. Franklin, 
witness said that the A.-O.F,C, 
bought the 30 Douglas Aircraft 
shares on July 21, the same day 
that Major Howard placed the 


order. 

Mr. Franklin: Were those 
shares in the account of the 
A.-O.F.C, with Pierce and Com-- 


pany on May 23, 1935, the date 
‘when the A.-O.F.C. closed down? 

Witness: Yes. 

Dr. Sellett: When you say these 
shares were in the account of the 
A.-O.F.C. with Pierce and Com- 
jpany, what exactly do you mean 


by that? 

Witness: They werg.in the 
margin account which the) 
;A.-O.F.C. ran with Pierce and 
Company. 


25 Per Cent. Margin 

Dr. Sellett: The margin account 
was for about 25 per cent., was it 
not? 

Witness: Yes. 

Dr. Sellett: In the case of this 
Howard transaction, then, this 
means that the A.-O.F.C. did not; 
pay in full for the 20 shares of | 
Douglas Aircraft, but only 25 per 
cent? 

Witness: That is so. 

Under further interrogation he 
went on to indicate that shares for 


which local customers of the 
A.-O.Fic. had paid in full went 
into the margin account with 


Pierce and Company and that the 
A.-O.F.C, effected remittances to 
Pierce and Company by _ tele- 
graphic transfer only when Pierce 
and Company sent a call for fur- 


jther margin, that is to say, when 


the margin fell below 25 per cent. 
Mrs. Muricl Aylward Woolly, a 
British subject formerly in the 
employ of the A.-O.F/C., was next 
She 
said she had been employed by the 
A.-O.F.C, from July, 1931 until 
‘December 31, 1934. Her job was 
at the information desk and she 
‘also had to attend to salesmen’s 
correspondence. 
’ It was in this latter connection, 


aedeieiasannendinmmneecentteaeneteanen iets 


LES 


witness related, that she hadi € 
occasion to go over customers’ | ¢ 
signature cards to see if they; ‘ 

were in order. 
Buys Outright” ‘ 
Handed one of these cards by | 
Dr. Sellett, witness said she re- | 
cognized Major Howard’s signa. | 
ture. The words “buys outright” 
were in her own hand-writing, She 
could not say why she had 
endorsed these words on the card, 
but it must have been done at the 
instruction of Mr. Brown or Mr. 
Rosse, or possibly Mr. Whaler, |‘ 
who was another officer of the |} 
| 


4 


i 
‘ 


A.-O.F.C, j 

Leon Feingold, 39, Russian, ;, 
former cashier of the American- 
Oviental Banking Cerporation and , 
now employed by the Liquidator 
of the Raven concerns, was the 
next witness. 

He told the Court that he had 
resided in Shanghsi for 15 years. 
; He had been cashier of the bank 
‘for three years and still held that 
| position when the bank closed on 
‘May 28, 1985. 

Witness testified that the 
|A.-O.F:C, had a gold dollar cur- 
rent account with the American- 
Oriental Banking Corporation in 
which demand drafts on New York 
were deposited. If the A.-O.F.C. 
drew against such demand drafts 
,before they were paid, they would 
be charged 30 days’ interest by 
‘the bank. 

Sent To New York 

Examining a deposit book of the 
A.-O.F.C., witness recalled a de- 
posit in July, 1934 which included 
Major Howard’s draft for U.S. 
$507.60. This and similar drafts, 
witness testified, were forwarded 
by the bank to the Manufacturers’ 
Trust Company, its correspondent 
in New York, for collection and 
eredit to the bank’s account there, 

At this stage the Court adjourn- 
ed until 2 p.m. to-day. 
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" Make-Up Of I 


Features Testimony 


taven Organs 


Records Of Companies Reviewed By China Trade 
‘Act Registrar; Pierce Company Official 


Tells Of A.-O. 


A mass «tf detailed evidence, pur- 
porting to. show the composition , 
and control of the “Raven Group” 
in connection with the defendants, 
Frank Jay Raven and J. Warner 
Brown, in their trial on 16 differ- 
ent counts for theft, embezzlement 
and fraud, featured yesterday’s 
session before Judge Miiton J. 
Helmick of the U.S. Court for 
China. The principal witness was 
Miss A. Viola Smith, Registrar for 
the China Trade Act, while Mr. 
Carleton Coleman Curtis, an offi- 
cial of Messrs. A. E, Pierce and 
Company, American stock and 
commodity brokers, told of the re- 


lationship existing between his 
firm’ and the A.-O.F.C. since 1930. 

Producing the articles of incor- 
poration, Miss Smith testified that 
the A-O.F.C. came into existence in 
July, 1926. Mr. F, 3. Raven was | 


president and director, and Mr. J. 
Warner Brown was vice-president 
and director. The list of share- 
holders was also produced against 
the objection of Mr. Richard T.! 
Evans, for the defence, when Dr. 
George Sellett, prosecuting, said 
that he proposed to show that Mr. 
Raven was the controlling share- 
holder in the Raven Trust Company 
and that at all times he was the. 
controlling shareholder’ in the 
A.-O.F.C. 
|_ The 


records showed that the’ 
Raven Trust Company, or F. J... 
; Raven, held 93,940 shares of “A’= 
stock at the time of the last annual’ 
report, and that the amount of 
common “A” stock issued and paid 
up amounted to $2,435,800; the 
“B" stock to $1,876,940; and pre-! 
ferred stock to $15,700. : 
Interests Of Accused 2 
Protests of irrelevancy by de-; 
fence counsel were again over- 
ruled in the matter of records of 
the Raven Trust Company by 
means of which Dr. Sellett said 
he hoped to show the nature and 
extent to whicin accused, as officers 
of the Raven Trust Company, were 
financially 


A. 
O.F.C. 

While the A.-O.F.C. came into 
existence in July, 1926, the Raven 
Trust Company was incorporated 
under the China Trade ‘Act on 
‘December 3, 1926, with F. J. Raven 
;as president, A, H. Driscoll as 
secretary and treasurer, and with 
Messrs. C. H. Raven, J. Kleffel, 
Hugo Sandor and J. F. Price as 
directors. | According to the annual : 
report for March 14, 1934, the 
directors. and officers were the |‘ 
same. Mr. F. J. Raven became the |? 
first president of the R.T.C. on t 
March 14, 1927. 
| Mr. Franklin questioned Miss I 
Smith: 

I_ want to ask if the namo of , 
J. Warner Brown appears as the t 
« 


interested ‘in the 


name of a director, officer or skare- 
holder of the Raven Trust CE since 
its inception.—I have not searched 
the records for that point but shall 
do so if you wish. ' 
. Miss Smith later gave the an- 
swer “No” to the question’ 


F.C. Relationship 


A.-O.F.C. Account . - 1 
Mr. Curtis, an official of Messrs. : 
€ 


A. E. Pierce and Company, in San 
Francisco, said that he had handled 
the account of the A.-O.F.C. for 
his firm and that it was in the 
nature of the usual corporstion 
client’s relationship. 

Objections by defence counsel 
led to prolonged questioning of |? 
witness on documents.showing the |¢ 
existence of such relationship be- | « 
tween the two parties. The original |} 
signature and hypothecation card, ! 
allegedly signed by Mr. F. J. 
Raven, could not be produced inas- 
much as the American firm declin- 
cd to part with it under the cir- 
cumstances. H 

Dr. Sellett was upheld by Judge} 
Helmick in his plea that secondary 
evidence was clearly admissible 
because the document was without 
the jurisdiction of the court. 

Witness identified Mr, Raven and \ 
his handwriting on several docu- 
ments. He also identified Mr. 
Brown. He then told of the ac- 
counts carried bythe A.-O.F.C. 
which were:—a margin account, a 
psid-for securities account and a 
commodities account. Most of the 
trading, he indicated, had been; 
done on the margin account, where- 
by 25 per cent. of the value of the 
stock or securities was allowed. 
When a customer becomes short 
in his margin, he is asked to pro- 
duce more sccurity, he said. 

He testified that the paid-for 
securities. account had been opened 
in 1933 but that comparatively 
little business had gone through 
this channel. Paid-for securities, 
he explained, were required to be 
put into this account by regula- 
tions of the U.S. Stock Exchange 
without specific request. 

‘Cross-examined, witness said 
that certain stocks had been put 
into this account at the specific 
request of the A.-O.F.C. He said |! 
that he had not noticed anything 
unusual about the A.-O.F.C. ac-], 
count. 
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Raven Trial Opens With 
Ringing Indictment By 
Government Prosecutor 


Dr. Sellett says Defend 


ants Conducted Business 


Of A.-O.F.C. With Reckless And Criminal 
Disregard Of Interests Of Clients 


ASSISTANT DISTRICT 


ATTORNEY OUTLINES 


THEFT AND EMBEZZLEMENT CHARGES 


A ringing indictment of the manner in which, according 


to the evidence that the Government proposes to bring commenced dealing in New York. 
the affairs. of the defunct American-Oriental stocks through the San Francisco 
of E. A. Pierce and Com- 


forward, 


Finance Corporation were conducted, was made yesterday 


in the United States Court for China by Dr. George Sellett 


ie 


Assistant U.S. District Attorney,-in outlining the case for 
the prosecution at the opening session of the trial of Mr. 
Frank J. Raven and Mr. J. Warner Brown, President and 


counts of theft and embezzlement involving 


“Among the highlights of Dr. | 
opening speech to the 


hrst section woyld deal} 
with  transactons _bstwd@en cihe | 
A-O.F.C. and Mr. Lucia Clavde 
Marie The ; 
volved 
A.-O.BC, 
Howard, 
; transactions 
_O.F.C, and Mr, Gordon 
The fourth hinged on 
between the A.-O.F.C. 
c. R. Jones. The fifth co 
| transactions — betweeu th 
O.F.C. and Mr. Stanley G, 


The 


and Mr. 
‘the = third 
between 


a 


land. 7 
Speaking in measured, incis\ 
tones, the Assistant Distr 


Attorney then went on to describe! 
the ovigin and development of the; 
American-Oricental .Finance Cor- 
poration. It was started origin-, 
ally, he began, xs a holding cor- 
poration and in) May, 1980, it: 


' office 
, pany, a New York stocx brok:y; 
' gage concern. 

Raven Dominating Spirit 


“The Government will show,” 

He Sellett canted, “that Mi 

ice- ; . x. . = aven, as ?resident, was the 

Vice-President of the Corporation, who are indicted on 16 moving, dominating spirit in the. 
approximately Eas ae 

US. $25,040. 5 -OF "+P A-O.F.C. throughout its exist. | 

authorities might be consulted. In ence, He also dominated three. 

this suggestion Jvdge Helmick ‘other companies — the Raven 

(Trust Company, the American- 


Court, in which Judge Milton J. 
Helmick presided, were statements | 
to the effect that the defendants | 


A.-O0.F.C. with reckless and 
criminal disregard of the interests | 
of their clients by using monies 
and shares of stock belonging to 
jatter to bolster up the 
A.-O.F.C. and its affiliates (the 
American-Oriental Banking Cor- 
poration, the Raven Trust Com- 
pany ard the Asia Realty Com- 


he A.-O.F.C. to further their own 
heavy gambling tvansactions on 
the New York stock market; that 
despite the fact that each of the 
Raven companies was nominally 
controlled by a separate board of 
directors, the companies were in 
fact operated-as one and that the 
dictator of their. policies was Mr. 
Frank J. Raven. 

Crowded Courtroom 

Dr. Sellett’s address to the 
Court lasted for’ an hour and a 
half and was listened to by a 
crowded courtroom from which all 
witnesses, both for the Government 
and the defence, had been excluded 
by order of the Judge. 

Alongside Dr. Sellett sat Mr. 
Felthan Watson, U.S. District 
Attorney for China, but he took 
no part in the proceedings. Mr. 
Raven was represented by Attorney 
Richard T. Evans of» Tientsin, 
while Mr. C. S. Franklin, of the 
local law firm of Franklin and 
Harrington, ‘ appeared for Mr. 
Brown. 

Court proceedings commenced at 
10 a.m. but were delayed by a 
request from Mr. Evans that the 
Government be required to set 
forth in the body of the informa- 
tion ‘the exact statutes under which 


‘lit is proceeding. 


“We want this so that the 
Government: shall be bound by 
what they say,” Mr. Evans plead-— 
ed, adding that he would not be 
satisfied with a‘ formal endorse- 
ment upon the back of the in- 
formation. 8 

Government Not Bound 


concurred and the Court adjourned. 

When ihe case was resumed at 
two o'clock, Dr. Sellett said he 
had consulted the legal authorities 
and found beyond any reasonable 
doubt that the Government was 
not required under any law or rule 
of procedure to state the statute 
or statutes under which an indict- 
ment is brought or an information 
filed. Nor was it required that the 
title of the statute or statutes 
should be endorsed upon an indict- 
ment or information. 

The Assistant District Attorney 
then quoted copious decisions re- 
ferring to this matte:, showing 
that: any reference, in an indict- 
ment or information, to the statute 
on which such indictment or in- 


| formation is based is “immaterial” 


and does not form a part of the 
indictment or information. The 
same applied in the case of an 
endorsement of the title of the 
statute. 

Cannot Invalidate 

He also showed by quotation 
that misrcference to a statute in, 
an indictment or information does; 
not invalidate them, any indict- 
ment or information being “‘‘good 
if it charges an offence under any 
statute.” 

My. Evans ‘then rose to state 
that the weight of authority was 
clearly against his motion, but 
nevertheless, according to rule, the 
title of the relevant statute must 
be embodied in an indictment or 
information if it were necessary! 
in order to make it “clear and* 
certain.” And in this case, counsel ; 
eontended, reference to statute! 
was necessary. ; 

Judge Helmick, however, sus- 
tained Dr. Seliett and over-ruled 
the motion. Exceptions were noted 
by Mr. Evans and by Mr. Franklin 
and it was agreed that during the 
course ‘of the trial any exception 
noted by counsel for one of the 
defendants should automatically 
be considered as neted for the 
other defendants as _ well. 

Plead Not Guilty 


of “Not Guilty” were 


Pleas 


Dr. Sellett said the Government then entered by counsel for the 
was of the opinion that it was defendants and Dr. Sellett rose 
not bound to set out in the in-to address the Court. 


formation or to endorse thereon 
the statutes to which the charges 
referred, and declared that he 
would not -consent to anything 
which might be interpreted as an 
amendment of the information. He 


‘proposed that the Court adjourn proye. 
ary would -be voluminous and com- 


until 2 p.m, so that the necess 


ar 


After traversing briefly the 16 
eounts. charging theft ard em- 
bezzlement -against the two. de- 
fendants, Dr. Sellett launched 
into an outline of the facts which 
the. Government would seek to: 
The evidence, he said, 


pli 


ald 


ated. For ‘the sake of clarity 
logic development it wo 


| ied 


'Oriertal Banking Corporation and 
the Asia Realty Company. 

“Mr. Brown was Vice-President 
and Manager of the corporation. 
Now an attempt will doubtless be 
imade by the defence to show that 
‘Mr. Raven had only the loosest 
‘connection with the detailed 
, transactions of the corporation. 
'The Government, however, will 
prove that this was not at all 
‘the case, that Mr. Raven was, in 
fact, cognizant of everything of: 
| importance concerning the cor-: 
!poration and its transactions.” ' 
j., Dr. Sellctt went on_to relate 
‘that in the year 1929 Mr. Raven: 
visited New York and established | 
relations with E. A. Pierce and: 
jCompany. As a_ result of this: 
ivisit, the <A.-O.F.C. became 2} 
jclient of E. A. Pierce and Com- 
ipany in stock transactions. A 
‘“margin account” wzs opened by! 
j the A.-O.F.C. with E. A. Pierce. 
‘and Company. 
Mr. Raven returned 
jhai and_ the A.-O.F.C, 

soliciting business 
jamong the community of Shang- 
jhai. The five persons referred 
Ito in the indictment were mem- 
ibers of a large body of persons | 
who had share dealings with the 


to Shang- 
commenc- j 
in’ shares 


A.-O.F.C. | 
| Stocks Hypothecated 
“These persons,” Dr. Selleit 
declaimed, ‘thought that they 


were buying New York stocks 


through the A.-O.F.C., but in 
fact the A.-O.F.C. did not buy 
which 


and pay for the stocks 
these persons thought they were 
buying. All such stocks were at 
tall times hypothecated to E. A. 
Pierce and Company as security 
for the indebtedness of the A.- 
.O.F.C. te that company and not- 
{withstanding the fact that these 
stocks were bought, or supposed- 
ly bought, and paid-for, through 
the A.-O.F.C. by customers of 
ithe A.-O.F.C. in Shanghai.” 
Dealing with Mr. Brown’s posi- 
tion with the A.-O.F.C., Dr. 
Sellett said at he had _ been 
‘manager of the American-Oriental 
‘Banking Corporation in Tientsirt 
and was: brought to Shanghai in 


= 
ind 
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rainy 


1930 and made Vice-President of ee 


jthe A.-O.F.C. 

‘ary visit ‘to-New York to acquaint 
himself with the. stock and_share 
business’ ‘conducted by FE, A. 
Pierce and_Company. 


after a prelimin-/ 


Al 


wv 


BAAN ; 


Continuins to the 


ollegege methods 
ithe A.-O.F.C., 
‘the Court that 
cash trarsactions clients 
A.-O.F.C. paid ua 

marin of 25 per cent. 
shares which they 

hypothecating the shares 
A.-O.FSS, as security 
hatance, But the 

never actually boughi_ the shares; 


describe 
of business o 
Dr. Sellett told 
in case cf non- 
of the 
average 
on the 
ordered, ! 
to the: 
for the} 
A.-O.F.€, j 


i 


; happened? 
dumped by the A.-O.¥.C. into its; 


1 


“Kirkland owed the A.-O.F.C. 
not a dime and the latter offered 
to do him a gratuitous service by 
placing his stocks with Pierce and 
Company in New York to facilit- 
ate dealings in them. But. what 
These skares were 


margin account with Pierce and 
i\Company. The A.-O.F.C. thus got 
an additional $1,000 for the financ- 
ing of its own transactions. 


And j evidence will 


7 


“The evidence will show,” he 
jdeclared, “that the Raven Trust 
(Company was controled by Raven, 
that practically all of the voting 
lstock was owned by Raven. The 
i American-Oriental Finanee Cor- 
, poration voting stock was prac- 
itically ali owned ky the Raven 
‘Trust Company, and the American- 
Oriental Bank and Asia Realty i 
Company voting stock belonged to | 
‘the Finance Corporation. The | 


show that these com- } 


{ 


| 


ordered by clients. What they when Pierce and Company sold out; panies in reality were Frank Jay; 
did was to, in turn, buy o@'lthe A.-O.F.C. margin stocks, Kirk-; Raven—that Mr. Raven was the ; 
margin from E. A, Pierce and) Jjand’s went the way of all the; dominant figure overshadowing , 
Company and deposit the shares) rest.” | them all. : 
with that company 2s security: No Isolated Transaction | Conspicuous By Absence : 
for the balance owing. | “Phis was not just an isolated| “We do not find his name very 


Cash Customers Also t 

This same procedure Was } 
observed, Dr. Sellett asserted, in: 
the case of cash customers of the 
A.-O0.F.C, The Government pro-; 
posed to prove this in the case! 
of the transactions bctveen the: 
A.-O.F.C. and Mr. Lucian Claude) 
Marie Bassett, who paid the A.-' 


O.F.C. cash for the purchase 
certain shares which were nev 
in fact purchased, although — he, 


was led to believe that. they had 
actually been purchased. 

“Mr. Bassett at no time _be- 
came the owner of the American 
Telephone and ‘Telegraph — and, 
Western Union shares 


A.-O.F.C. 
it to 
” Dr. 


him. = The 
‘took his money and used 
finance their own business, 
Sellett declared. 

Asserting that the alleged theft 


i 
ichase fur 


! 
1 


iof 
lA.-O.F.C, was. deliberate, pro- 
‘secuting counsel went on to state 
thet evidence would be_ brought 
to show that the A.-O.F.C. had 
sent written reports te Mr. Bassett 
shewing, at various times, that he 


twas the cwner of the American, 


‘Telephone and Telegraph and 
Western Union 
had paid for. 
Reposed In Margin A'C 

| “But when the A.-O.F.C. closed 
;its doors on May’ 24 last vear,” Dr. 
'Gellett declared, “it was fourd 
‘that these shares reposed in the 
‘margin account which the 
{A.-O.F.C. had with FE. A. Pierce 
and Company—and then not all of, 
them. Pierce and Cempany held 
only 377 American Telephone and, 
Telegraph shares for the A.-O.F.C, 
account all told. In other words, 
it did not hold sufficient to deliver 


the number supposedly belonging } 


to Mr. Bassett. 

“And when the A.-O.F.C. closed 
down, Pierce and Company exer- 
cised their unquestionable right by 
selling out all the stocks held on 
the A.-O.F.C. 
satisty the indebtediess of the 
A.-O.F.C. ‘ é 

“If, early in May, Mr. Bassett 
had asked the A.-O.F.C. for the 
400 American Telephone and Tele-; 
graph shares which he supposed’ 
he owned, and if the A.-O.F.C. had 
answered truthfully, they would 
have had to tell him that they did 
not have that many and that they 
would have to go ovt and buy 
them.” 

Never Became Owners 

Continuing, Dr. Sellett said that 
the purchasers of shares, Mr 
Bassett, Mr. Howard, Mr. Yates 
and Mr. Jones, had paid for shares 
of which they never became _the 
owners. In the case of Mr. Bas- 
sett a draft had becn given the 
A.-O.F.C. in payment, and_ it had 
been cashed by the A.-O.F.C. It 
was the Government’s contention 
that the owner of the draft should 
‘have. become the owner of the 
shares, but he never did. 
- In the ease of Mr. Kirkland, 
counsel for the prosecution con- 
tinued, the victim was.induced to 
part with shares actually regis- 
tered in his name, with actual 
scrip: : 


' 


which he|f 
paid the A.-O.F.C. cash to pui- it 


Mr. Bassett’s money by the ; 


shares xvhich he 


1 


margin account to/| 


transaction. 
\Sellett asserted. 
the A.-O.F.C. did business. 
jin one single instance in 
[persons fully paid for shares, did 
the A.-O.F.C. make those persons 
the owners of such shares.” 

jhe went 


“This is the way 


The ‘Government ‘vould 
on, that the A.-C.F.C. 


ue dealt in shares for three full years” 


“safe-kecping 


before opening a 

account” with E. A. Pierce and 
Company as distinet. from the 
“margin account.” Before then, 
everything was dumped into the 
margin account. And even when 


the safe-keeping account had been 
opened, custom-rs had to exert 
pressure to get their securitics de- 
posited there. 

“The A.-O.F.C., of course, had 
a reasun. They wanted to utilize 
other pcople’s moncy for their own 
financial operations. 
everything went into the margin 
account. It was with the greatest 
reluctance that any of the shares 
jof customers of the A.-O.F.C. were 
}deposited in that safe-keeping ac- 
j count.” 

Heavy Stock Gambling 

It was not, however, merzly a 
question of the financial operations 
of an impersonal corporation. It 
was a question of the heavy gain- 
|bling and speculation which the de- 
fendants in this case were them- 


} 


selveg indulging if New York 
stocks, 
“The Government will bring 


evidence to show that Mr. Raven 
was at one time indebted to the 
A.-O.F.C. in the sum of approx- 
imately $200,000 in  connecticn 
with share transactions, while the 
indebtedness of Mr. Brown rose as 
high as $60,000, 

; “Mr. Brown had, however, found 
‘it necessary to show that he was 
‘not playing fast and loose with 
the monies of the A.-9.F.C, It war 
a simple matter of a book entry. 
He switched the indebtedness to 
his wife’s name, so that Mrs. 
Brown and not Mr. Brown appear- 
ed as the debtor. 

“Mr. Raven had a different dc- 
vice. He made convenient use cf 
the Rayen Trust Company. He 
did not deal in any securities in 
his own name, but through an ac- 
count with the Raven Trust Com- 


pany.” 
Valueless Security 

Dr. Sellett then went on to say 
that the defendants would try to 
show, that they gave the A.-O.F.C. 
security for their indebtedness. 
‘But this security was of no value 
to anyone now, he declared. 

“The point will also be made 
‘that we are accusing officers of 
‘the A.-O.F.C. of embezzling money 
and property belonging to clients, 


| 


corporation, which conducted the 
transactions. The test, however, 
is whether the defendants dealt 
with this money and property, 
which belonged to ‘others, as if 
they, the defendants, were the 
owners. The Government will call 
direct, conclusive evidence to show 
that they did. They dealt likewise 
with shares committed to their 
charge. = fF 


cma 


lt was the rule,” Dr.j 


Not ! 


whick ; 


show, 


That is why 


whereas it was the A.-O.F.C.. al 


often on documents that might | 


incriminate him. His signature, in 
fact. is conspicuous by its absence. 
Mr. Brown carried out his orders 
carried them ovt faithfully, but 
Mr. Brown’s story is another case. 
We will show by at least four 
important pieces of direct evidence 
that Raven knew from the very 
beginning that ro-called fully-paid- 
up shares were being made use of 
to finance the company’s business 
—that when the Finance Company 
got possession cf shares and scrip} 
that he knew that the common), 
routine procedure was to take it 
and pledge it to E. A. Pierce and 
Company. | 
“In one case, a man with whom | 
they were trying to do business | 
twas persuaded to turn over U.S. 
$76,000 worth of shares and then 
they took those shares and dumped ! 
them into this margin business. 
Only through somecne on the out- 
side interceding did they take 
them out and put them into a 
safe-keeping account. Their posi- 
tion was so bad that they had to 
do this little by little—they could 
not finance it all at one time be- 
cause they would need three- 
jquarters of this amount in cash. 


No Question Of Mistakes 

“There can be no question of 
mistakes, of slips and errors. It | 
was on more than one occasion ; 
that fully paid securities were, 
being held in this way. No one! 
knew better than he (Mr. Raven) 
what the requirements were for 
financing the three companies. 

“The companies were all linked 
together. There was no distinction. 
If one company had money they 
_transferred it to the others. If 
}2 gift of Tis. 135,000 each from 
three companies to one company 
which was going into the red 
would cause the public not to lose 
confidence, it was done. This was. 
the case in April and May, 1935, ; 
when they took shares and securi- 
ties and disposed of them in an 
effort to save the bank—a fruit- 
less endeavour. 

Alleged Guilty Knowledge 

“The actual control was not by 
a board of directors but by a so- 
ealled executive council which sat 
when the board was not in session. 
Mr. Raven had guilty knowledge 
of these things at all times. 

“J do not think it is necessary 
to dwell any longer on the facts 
of the case—the evidence will 
inecessarily be quite voluminous. I: 
i will not be able to call any one 
‘witness to tell of all of these 
transactions which are 8s involved 
as the business of the Finance 
Company. And when I say ‘involv- 


| 
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jed’ I say so advisedly, for it is 


very involved. It may be necessary 
for the Government to call some 
wit es and to then recall them 
several times so that a clear 
picture may be given.” 

- Judge Helmick. ruled that both 
the prosecution and the defence 
might call’ and recall witnesses at 
will, and by stipulation of both} 
sides it was entered in the record 
itha€ both defendants were and had 
jalways- been - American citizens. 
“The hearing was then adjourned 


janet 10am, on Monday... 
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Raven, Brown 
A Trial By 


By U.S. Court For China 


Judge Helmick Not Prepared Lightly To Upset The 
Established Practice Of The Past 29 Years; 


Time Limit Results 


DEFENDANTS’ COUNS 
- OF 


overruled the motion of Mr. 


Warner Brown, President and Vice-President, respectively. 


of the defunct American-Orie 


a trial by jury on the 16 charges of theft and embezzlement 
whieh are due for hearing in the United States Court for 


' China on Friday morning. 
This decision followed a lengthy 
presentation of the pros and cons. 
by Mr. Richard T. Evans, attorney 
for Mr. Raven, Mr. C. S. Franklin, 
attorney for Mr. Brown, and Dr.! 
George Sellett, Assistant U. S.; 
District Attorney. 
Constitutional Right 
The burden of Mr. Evans’ 
argument revolved around _ the. 
question as to whether the right 
of an American citizen to a jury 
trial, as embodied in the Constitu- 
tion of the United States, could be 
denied in = an 
jurisdiction where local conditions 
did not render a trial by jury 
) impracticable. 


Citing a well-known case in the 


TIlE SHANGHAI TIMES, TUESDAY, 


700-YEAR-OLD HUMAN RIGHT 


Declaring that because of the limitations of time and 
the necessity for a prompt ruling it was impossible for him 
to write or even attempt to state a reasoned opinion on the 
question, and that he was not disposed lightly to upset what 
had been the established and unquestioned policy for the 
past 29 years, Judge Milton J. 


DE 


MotionFor | 
Jury Denied | 


In Prompt Ruling 
EL URGE EXTENSION 


Helmick yesterday afternoon 
Frank J. Raven and Mr. J. 


ntal Finance Corporation, for 


“rhe question is not one of} 
mere convenience,” he went on 
to say. “There may be technical 
difficulties, but they are not in- 
superable. However, the question 
is one of the rights of the in- 
dividual, which cannot be denied 
without due cause. Their right, 
of the individval is the right to! 
be tried by men of his own neigh- 
bourhood, who live in his own 
environment, people who will 
judge him by the standards of! 
conduct of the people in his own 
community and not merely ac-; 


extraterritorial |cording to the law—in a word, 


‘the right to trial by a jury of 
his peers. 

“It is not our 
counsel concluded, “that the de- 
fendants in this case must have 


submission,” 


United States Court at Yokohama 
in the year 1880, many years 
before extraterritoriality was 


a jury trial because of their right. 
to a fair trial—that issue is not 
involved here—bnt becase the 


abolished in Japan, Mr. Richards] case should ke dealt with in ac- 


said that in the case in question} cordance with stated principles.” 


a trial by jury had been denied 
to an American citizen charged 


with murder solely for the reason | joyed 
that there was not a sufficient]/yion ’ 


number of American 


drawn. 

The situation in Shanghai 
day, counsel] went on to cont 
was vastly different. 


was entirely possible in Shanghai 
to-day. There were 3,700 Ameri- 
ean citizens in Shanghai, or whom 


to-| for China unless 
*|Iaw preventing its application or| 

: : 7 What was/jocal conditions rendered its ap- 

»impossible in Yokohama in 1880 plication impracticable. . 


Mr. Franklin's View H 
My. C, S&S. Franklin, who fol-} 

said there was no ques-| 
but that the Constitution! 


citizens ‘3 rt of the law cf the 
then resident in that jurisdiction United atatc, it 
from which a jury could have been] must 


That being so, it; 
be applied within 
jurisdiction of the U.S. Court 
there was a 


“The constitutional provision 
| for jury tridls was inapplicable 
‘in Yokohama in 1880,” counscl 


there were 800 men, between the isaid, “solely because there were 


ages of 21 and 50, 
jurors and, if eligible 
were added, twice that number. 


eligible as|'too few Americans there in those 
women | carly days, the number then being 


exceedingly small. It is an 


The panel: provided for in the} jnescapable conclusion that this 


District of Columbia Code, which 


was the reason. If this came 


governed the procedure of the|:;eason could be applied to Shang- 


U.S. Court for China, 
said, was one of 300. 
obvious, therefore, that there was 
no abstacle in this respect to 
finding the required number from 
which to draw eligible jurors in} 
Shanghai. 
Cogent Reasons Sought 

Continuing, Mr. Evans declar- 
ed that the Constitution was a 
part of the law of the United! 
States and that it was applicable! 
outside of the United States,/ 


althou; not as an over-riding 
-law. e was no reason for 
{not applying it here. Whenever 


‘a jury was denied, there must: be 
;eogent reasons for so doing. 


counsel} hai, it 
It was! here, too. 


would be inapplicable 
But, as Mr. Evans 
has shown, such in not the case.” 
Replying to counsel for the 
defendants, Dr. George Sellett 
told the Court that their argu- 


‘iments amounted to this, namely, 


that since there had been a 
growth of the American popula- 
tion in Shanghai since 1880, trial 
by jury had become necessary, 
notwithstanding the fact that the 
law on the subject had not 
changed. 


' Ty to be d 


‘It was not something of no con- 


the; 
t 


CEMBER 31, 19585 
| The Act Of 1906 


“By the Act of Congress, in’ °° 
11906 which established this 
'Court,” the Assistant District 


| Attorney declared, ‘a provision 


jiwas made for a better system of) 


ladministration of justice in this 
‘jurisdiction than thet which had 
lexisted previously. The 


jof Consular Courts, in 
jonas tried cases with one or 
more associates, with an appeal to 
‘the Minister, knowing full well 
that up till then there had been 
no such thing as trial by jurv. 
Yet in the Act of 1906 by which 
this Court was established no pro- 
vision was made for trial by jury. 
It seems clear, therefore, that the 
Legislature contemplated no such 
thing.” 

On the subject of the practicabil- 
ity of trial by jury, Dr. Sellett 
said it might be possible to find 
12 qualified jurors in Shanghai, 
but it was necessary to consider. 
the jurisdiction of the U. S. Court 
for China as a whole. “Could 12 
jurors be found in such places as 
jAmoy, Foochow or Yunnanfu?” 
counsel queried. On the question 
of practicability, therefore, the 
facts were entirely against the de- 
fendants. The law on the subject, 


on the other hand, was well settled 
and established. 
700-Year-Old Right 

Mr. Evans, in rejoinder, said he 
was fully sensible of the difficul- 
ties in the way of jury trials; 
which Dr. Sellett had suggested. 
But these were matters of detai! 
und the question ut issue was far 
more fundamental than that. Trial 
by jury had been regarded as a 
right of man for some 700 years. 


| 
\ 


sequence which could be lightly 
swept away. The defendants 
should not be denied this right 
otherwise than if the Court found 
itself prohibited by law from 
granting it. 

Adding to these remarks, Mr. C. 
S. Franklin asserted that the Con- 
stitution followed the fag of the 
United States even into extra- 
territorial jurisdictions where it 
was locally applicable. In was 
entirely possible to zet a jury in 
Shunghai and therefore the Con- 
stitution, a part of the general law 
of the United States, should be 
applied here. - 

Judge Helmick’s Decision 

In rendering his decision, Judge 
Helmick said: ‘“Beceuse of the 
limitations of time and the neces- 
sity for a prompt ruling on this 

‘motion, it is, of course, impossible 
to write, or even attempt to state, 
@ reasoned opinion on this ques- 
tion. If I had been the first judge 
of the United States Court for 
China, and this argument had been 
presented 29 years ago, there 
would be no limit of time prevent- 
ing me. But, after 29 years of 
settled policy, I do not feel that I 
should make any ruling lightly, in 
off-hand fashion, which would up- 
set that settled policy. 

“If we have been inistaken al! 
these years, I think correction 
should come from our Courts. It 
seems to me that there are plenty 
of precedents in this Court which 
support the propositions advanced 
by the Government. Any judge, 
1 think, would prefer to: divide -re- |. 
sponsibility with a jury in a 
criminal case, but that is. not of 
persuasive force in passing on this 
egg which is one purely of 

aw. 

“I am sure that although I s 
» -. mgr extent with the views 
°: e Government, no exte 
aneous expression will senteibate iy 
janything to the law on the subject | 
or be of much importance. There, 
has been an established and un- 

questioned policy which is net Hike- 


‘ore over-rule ©: f 


Legis=" ~ 
{ [lature supplanted the old system 


Which +--—~—seeenremenn eres / 
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The Shanghai Evening Post & Mercury, Saturday, December 28, 1935. 


Jury Trial Asked 
‘In A.-O.F.C. Cases 


16 New Counts Filed 
Against Raven And 
Brown Today 


Shortly after 16 additional counts 
on criminal charges had been filed 
against them in the United Staes 
Court for China this morning, the 
Messrs. Frank Jay Raven and 
John Warner Brown filed a motion 
for a jury trial. * 

Their motion, through their at- 
torneys, Mr. Richard T. Evans of 
Tientsin and the Messrs. Franklin 
and Harrington of Shanghai, set 
forth that there are enough Ame€r- 
icans here for qualified jurors, that 
they are innocent of the charges 
against them, and that they de- 
sire a trial by a jury of their peers 
in accordance with law. | 

The motion asks tha a jury list 
pe made. talvemen drawn and a 
jury impaneled. 

Affidavit Is Fiied 

In addition to the motion both 
Mr. Raven and Mr. Brown, Mr. 
Brown filed an affidavit for a jury 
trial. 

The move for a jury trial created 
much interest and speculation in 
local legal circles. During the ap- 
rreximately 30 years’ history of the 
United States Court for China, 
there have never been any jury 
trials. It is believed, however, that 
there are several cases dating far 
back, including one when Amer- 
icans had extraterr‘toriality in 
Japan, which provide prerfecnts 
bearing or the issue. There is 
also a famous decision of the 
United States Supreme Court that 
“the constitution does not follow 
the flag.” which referred specifical- 
ly to the Philippines but micht have 
bearing here, it was suggested. 

Only Brit*kh Use Juries 

Ne locat extraterritorial courts 
excenting that of Great Britain use 
the jury system. : ‘ 

The sixteen additional counts, 
charging embezzlement, fraud and 
theft, were filed by the United 
States Government against the, 
Messrs. Raven and Brown as pre- 
edent and .vice-president respec- 
tively of the defunct American- 
Oriental Finance Corporation. 

Fifteen charges of embezzlement 
were filed against the Messrs. 
Raven, Brown and Alfred H. Dris- 


,| coll, secretary and treasurer of the 


AO.FC., on August 31. Their ar- 
rest followed and they were re- 


‘|leased under bonds of U.8.$10,000 


each for the Messrs. Raven and 


‘| Brown and U.S.$5000 for Mr. Dris-. 


;| coll. 


Trial Starts Next Friday 
Recently, in connection with hear- 
ing on postponement, of trial for 


‘|the second time, it was announced 
‘|that new counts would be filed, but 
‘| without requiring additional bail.’ 
.} It was also indicated that th tria?! 


now scheduled to begin next Fridar' 


|| would be on the new counts with” 


‘ 


probable eventual nol-prossing of’ 


the old counts. 


.The 16 new counts do not in- 
clude Mr. Driscoll, and consequent- 
ly a sensational development in the 
trial appeared foreshadowed. 

filed by 


United States District Attorney 
Feithan Watson and his recently! 
appointed x 
George Sellett. 
Nature Of Counts : 

The first of the new counts 


_ Assistant, Dr.) . 


Brown on or about December 18. 
charges thet the Messrs. Raven and 
1933, embezzied a draft for U.S.$11.- 
553 in favor of Mr. Lucian Claude 
Marre Bassett which was clawn 
on the Irving Trust Company, New 
Werk City, by the Shanghai office 
of the Banque Fraiicb-Chinoise 
pour le Commerce et Industrie. 
The second count. rges' embezzle- 
ment of money fr Mr. Bassett 
in the amount of the draft. The 
third count charges theft of the, 
Graft. 

‘the fourth count charges that 
the Messrs. Raven and Brown did 
“feloniously and with intent to 
defraud one Lucian Claude Marie 
Bassett falsely pretend and repre- 
sent to him and cause to be falsely 
pretended and represent to him 
that the said American-Oriental 
Finance Ccporation, Fed2ral Inc. 
US,A., had....0n or about Decem- 
ber 16, 1933, purchased for the 
said Lucian Claude Marie Bassett 
100 shares of stcck of the Amer- 
ican Telegraph and Telephone 
Company of the reasonable worth) 
and value of U.S.$11,553," repre- 
sented by the aforementioned draft, 
“whereas in truth and fact that 
said American-Oriental Finance 
Corporation, Federal Inc. U.S.A., had 
mot purchased’ the aforesaid 
shares. 

More Stock Purchases 

The fifth count also charjcs 
fraud in the case of Mr. Bassett, 
and involves the alleged purchase 
of 500 shares of A. T. & T. and 209 
shares of Western Union, and the, 
alleged sale of 200 shares of A. T. 
& T. and 100 shares of W. U. be- 
tween December 16, 1933 and May 
31, 1934, through E. A. Plerce and 
Company, New York City, and! 
further, that in consequence of the. 
alleged deals, Mr. Bassett paid to, 
the E A. Pierce and Company 
U.8$10,000 to establish an addi- 
tional credit balance with the A.-, 
O.F.C. to be used for buying other. 
stock. 

Tho sixth count charges em- 
bezzlemers of a draft of U.S.$507.6C, 
@rawr by the Shanghai office of 
the National City Bank of New 
York in. favor of th~ A..O.F.C. for 
Mr. Edward P. Howard. The 
seventh count charges embezzle- 
ment of money from Mr. Howard 
in the amour’ of the draft. The 
eighth count charges theft of the 
draft. 


: Vrtc3 Charges 

The ninth count chrrg¢es em. 
bezzlement of a check for Shanz- 
ha} $1225.97 *o the A.-O.F.C. by 
M-~. Gordon Yate« on the Charter- 
ed Bank of India. Australiq avd 
China. The 10th count charess 
embezzlement of money from Mrt.{ 
Yates in the amour, of the check. 
The 11th count charges theft of 
the check. 

The 12th ccunt charges embez- 
glemer*: of a check for Shanghai 
6649.18 to the A.-O.F.C. by Mr. C. 
R. Jones on the Hongkong and 
Shanghai! Bank The 13th count 
charges embezzlement of money 
from Mr. Jones in the amount of 
the check. The 14th count charges 
theft of the check. 

‘ Kirkland Charges 

The 15th count charges embez- 
blement from Mr. Stanley G. Kirk- 
land of 25 Socony-Vacuum shares 
(each U.58.40.87), 25 I. T. ‘and T. 
shares (each U.8.$12.75), 25 
Packard Motor Car Company 
shares (each U.S.84.25), 15 Gen- 
eral Electric shares (each U-5.- 


Fle 


$19.87), 10 Studebaker Corporation 


shares (each US.$2), and 2 3/6 
Radio Corporation of America 
shares (€ach US.$7.25), all of 


which were in the custody of the 
A-O.FC. 

The 16th count charges thef: of 
the aforesaid shares. 

Hearing In Chamb:rs 

In a brief hearing this morning 
in chembers, Judge Milton J. Hel- 
mick allowed amendment of Mr. 
Raven's petition in bankruptcy to 
include an additional claim of the 


Asia Life Insurance Company, 
Federal Inc. US.A., for Shan-i.2t 
$1:1.050. ‘ 


Hearing on Mr. Raven's peticr 
for discharge of all obligation: bt: 
his petition in bankruptcy wa: 
continued. 


iNew Actions 


Are Expected 
Against Raven 


Information Reported | 
Due For Filing At 
U.S. Court 


FURTHER DELAYS 
NOT ANTICIPATED |! 


Trial Scheduled ~~ 
Start Jan. 3 In ! 
Local Court | 

With the opening of the trial of} 
Messrs. Frank J. Raven, J. Warner! 
2rown and A. H. Criscoll on charges | 
of misappropriation schedulcd toj 
commence tefore Judge Milton J. 
Helmick in the United States Court 
for China on January 3. it 1s re- 
gorted that additional information 
jagainst them will probably be filed 
with the clerk of courts within the/ 
next day or two. ‘ 

This knowledge was obtained bv a. | 
CHINA Press reporter yesterday 
aicernoon from reliable sources, The 
fling will be done by Dr. George} 
Zellett. especially appointed assist- 
ant U.S. District Attorney. more 
than a month ago to w8rk with the}, 
Government in the handling of the!’ 
case. Dr. Sellett and Mr. Felthan! 
Watson, U. S. District Attornev.{ 
have been working hard for the 
%ast month preparing this informa- 
tion and it is understocd that it is 
practically ready to be filed. 

That such information would be 
filed was announced on November 
29 when the case was set to come 
up for hearing. A reset was re- 
auested at that time on the grounds 
that more information had _ been 
obtained since the arrival of 
Messrs. Charlies Curtis and C. J. 
Haley from the United States, 
brought here to appear as witnesses 
for the prosecution. The resct was 
granted, and January 3 was. the} 
date agreed upon. 

It is believed that no further delay 
will be requested by the prosecution 
and the Government is prepared | 
_to go ahead with its case. “This, | 
jhowever, is not certain since, Tue 
;Cimna Pagss reporter could obtain 
neither confirmation or denial; from 
the interested authorities. . The 
case was ariginally scheduled to 
open on October 29, but was’ reset 
to November’29 in order to give 
Messrs. Curlis.and Haley time to 
arrive from the United States, and 
jreset against ‘OF the filing ich 5 
| information.” "+ 

In the charges’ filed “last Aause 
by Mr. Watson, the three accused. 
are alleged to have disposed | ‘of 
shares and bonds: placed in ’ the’ 
care of: the American-Oriental Fin- 


ance Corporation, of which ‘ they 
were directors, on 15 ‘nica 
counts. 


| 


__THE CH) CHINA PRESS, FRIDAY, DECEMBER 27, 1955 


[GALS 


oc eee - 


io) 


es. ke 
Le ke ed 
rr 


THE SHANGHAI TIMES, WEDNESDAY, DECEMBER 
Bgtter Accusations Made In 


Asia Electric Litigation 


Mr, Truman Johnson Charged With Betraying The 
iriendship Of The Whittakers In Inducing 
Them To Buy Shares In The Company 


After a lengthy hearing in the 
United States Court for China 
yesterday of the case of Edward } 
G. and Evelyn L. Whittaker; 
against the Asia_ Electric Com- | 
pany, Fed. Inc., U.S.A., in which 
the plaintiffs are seeking nullifiea- 
tion of a contract for the pur-. 
chase of $51,000 worth of shares 
in the defendant corporation on; 
the ground that they were induc- ; 
ed to buy the shares through 
fraudulent misrepresentation, 
judgment was reserved and Judge ; 
Milton J. Helmick announced that 
he would file a memorandum 
thereon within the next day or 
two. Hi 

Yesterday’s hearing was _ note-'. 
worthy for the bitter accusations 4 


of the plaintiffs against Mr. 

| Truman “fohnsan—tasnies fees 
* “Jdent of the corporatio ind Mr 

th ok: District 

orney. tT. Myron L. Weiner © 
‘appeared for the Whittakers, . 
while N. F. Allman represented . 
the Asia Electric Company. 3 
Mrs. Whittaker testified at< 
preat length concerning the pre-. 
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liminaries which led her husband (’ 
and herself to purchase and pay |, 
cash for $51,000 worth of shares! 
in the corporation. She said they 
had been induced to do so by Mr. 
Truman Johnson, on the strength 
‘of statements by the latter to the ¥ 
‘effect. that he himself had made - 
‘substantial investments in the 
‘stock of the corporation. ‘ 
Discovery In August j 

It was discovered last August, | 
however, that Mr. Johnson had ! 
not paid for his shares, which had | 
been issued to him against pro- i 
missory notes, a procedure which ; 
was clearly irregular under the’ 
\provisions of the China Trade‘ 
Act which governs the operations , 
of the corporation. 

Mr, Johnson, witness said, had - 
been a close personal friend of 
herself and her husband. In in-- 
ducing them to invest in the Asia . 


Electric Company he had fraud-,; 


ulently misrepresented the true 
|position and betrayed their 
|| friendship. 


When she discovered that Mr. 
Johnson had bought shares in the 
corporation against promissory 
notes, Mrs. Whittaker told the 
Court, she went to Mr. Felthan 
Watson, the District Attorney, 
and asked him to take appropri- 
ate action. 

“Mr. Watson assured me,’ she 
said, “that Mr. Johnson would j, 
not leave town. I filed a com-| 

_|plaiut, and Mr. Watson said he 
3|‘would have it served on Mr. John- i 
son if the latter tried to leave |: 
Shanghai. Mr. Johnson did leave 
-Jand Mr. Watson took no. action 
«| whatsoever. 
Government Failed Her 

“TI went to my government for 

aid,” witness declaimed indig- 
: |nantly, “and did not get it. I then 
:Jengaged a private attorney to 
protect my interests.” 

Extensive testimony was given 
by Mrs. Whittaker and her hus- 
band concerning their personal 

-|relations with Mr. Johnson, de-: 
‘\signed’ to show that personal: 
-lfriendship and __ the confidence; 

ringing therefrom had been! 

e determining factor in induc-. 

‘ling.the Whi rs to part with. 
$51,000 for shares in the Asia. 
_ | Blectric_ Company. 


Counter-evidence to prove that 
the Whittakers could have ascer- 
‘tained the true position in regard 
to Mr. Johnson’s shares had they 
tried to do so and that there had 
been no attempt to misrepresent 
the position of the corporation, 
was given by Captain A. R. St. 


Louis, the present responsible 
officer of the Asia Electric Com- 
pany. 


At the conclusion of evidence, 
Mr. Myron L. Weiner, for the 
plaintiffs, told the~ Court that 
fraudulent misrepresentation had 
been abundantly proved. 
Mr. Johnson told the plaintiffs 


When. 


that he owned 10,000 shares in} 
the Asia Electric Company, he in - 


fact owned only 3,000 since the 
other 7,000, although registered 
jin his name, were not paid for. 
i At other times, Mr. Johnson had 
represented himself as the owner 
of 25,000 and 35,000 shares re- 
snectively. In fact, however, these 
shares were “paid for” with pro- 
missory notes which had not yet 
been met. 
Corporation Responsible 

There was no responsibility in 
the plaintiffs, counsel argued, to 
attempt to verify Mr. Johnson’s 
statements. Mr. Johnson was 
a responsible officer of the 
corporation and the corporation 


therefore asked the Court to 
order rescission of the contract 
whereby the Whittakers had pur- 
chased $51,000 worth of shares 
and refund of the $51,000 paid for 
them. 

In reply, Mr. Allman pointed 
out that the balance sheets of the 
Asia Electric Company, to which 
Mr. Whittaker had access, show- 
ed Mr. Johnson as indebted to the 
corporation in respect of promis- 
sory notes. As one-time secretary 
of the corporation, Mr. Whittaker 
was, he contended, in a position 
= ascertain all the facts. 


Because the corporation had 
lost money and was not to-day in 
a very healthy position, counsel 
for the corporation contended, 
‘was not a reason for cancelling 
the sales of shares. The Whit- 
takers would have to take their 
medicine. Mr. Johrison, it was 
true, had not paid cash for his 
shares, as the Whittakers had 
done, but” he was still paying up 
his instalments, as represented by 
the promissory notes, when they 
fell due. 

Judgment was then reserved. 
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was liable for his statements. He | 
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12,000 Checks To 
A.O.B.C.  Depositors 
Mailed Out By Hough 


The first checks for the 
initial 714 per cent dividend ‘or 
depositors and preferred cre- 
diters of the American-Oricntal 
Reuking Corporation were mailed 
Saturday morning, Mr. Frank L. 
Hough, liquidator of the bank, 
tofa a CHINA PRESS reporter 
last night. 

Mailings will continuc daily, 
Mr. Hough stated, until the 
entire dividend has been paid. 
A second mailing was sent out 
vesterday. About 600 checks 
wee mailed Saturday and ap- 
preximatecly the samc number 
went out yesterday. Approxi- 
mately 600 more will be sent cut 
today. 

Mr. Hough stated about 600 
checks were all he conkd sign in 
a day without acquiring a severe 
stroke cf writer's cramp. To get 
thet many «signed, he said, was 
quite a task and kept him well 
oceupica. 

The 7%2 per cent dividend is 
being vaid out of collections 
amcunting to more than $850,000, 
this rum having been collected 
by the liquidator sintc he tock 
cver the affairs of the bank al- 
most seven months ago. 
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MR. RAVEN ASKS FOR! 
DEBT DISCHARGE 


U.S. Court To Consider 
| Bankrupt’s Petition 
! On December 28 

Discharge from all claims for) 
debt against him personally is be- 
ing sought by Mr. Frank J. Raven, 
i President of the defunct American- 
Oriental Banking Corporation and 
affiliates, in a petition which he 
has submitted to the United States 
Court for China, hearing on which 
will take place before Milton J. 
ielmick on December 28, 

Mr. Raven declares in his peti- 
tion, which was filed on his behalf 
by Mr. Richard T. Evans, his at- 
itorney, that he was adjudged a 
{bankrupt and has now surrendered 
all his property and property 
| rights to the Trustees appointed 
in his estate and has fplly com- 
|plied with all the provisions of the 
;Federal Bankruptcy Act of the 
United States and all orders of the 
Court relating to his property. 

He therefore asks the Court to 
give: him a full discharge from all 
‘debts provable against his estate 
under the Act relating to such 
debts, and which may be accepted 
:in law as dischargeable. 

$10,000 Legal Fee 

Simultaneously, Mr. Richard T. 
‘Evans has filed with the Court an 
affidavit giving details of a $10,000 | 
claim against Mr. Raven for legal 


fees, it being stated that Mr. 
Evans agreed to represent Mr. 
Raven in all legal proteedings for 
a single fee of that amount, pay- 
able in advance. ' 

This agreement was.to be effec- 
tive for a period of two years 
from July 27, 1935. No part of 
the fee, however, has yet been paid, 
nor has there been any set-off or 
counter-claim filed. : 

As security for payment of the 
fee, the affidavit continues, Mr.). 
Evans was given a second mort-|. 
gage on.the land and home of Mr. 
Raven at 65 Hungjao Road. The 
deed of mortgage is now in the 
Jhands of Mr. Frank L. Hough, 

.j Trustee of Mr. Raven’s estate and 
! ,| Liquidator of the “Raven .  icerns. 
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Raven Trial 
i Is Delayed 
| Until Jan. 3 


New Evidence Found Is 
Basis For Reset 
Petition 


EVANS DECLARES 
FEE IS UNPAID 


ellett Takes Over 
Prosecution As 


Watson Il! 


With the trial of Messrs. Prant: 
J. Raven. J. Warner Brown and 
A. H. Driscoll, on charges of swind- 
ling, re-set for January 3, Air. 
Richard T. Evans, attorney for Mr. 
Raven, late “yesterday afternoon 
filed an affidavit with the Uniterl 
States Court for China in which he 
stated that his client owed hin 
$10,000 for legal services and that 
his security for such fee, a secoutl 
mortgage on the Raven estate on 
Hungjao Road, had beeu fled with 
Mr. Frank L. Hough, trustee tor 
the former financier. 

Mr, Evans continued that he had 
agreeg to handle the tetense of 
Mr. Raven in the pending case 1: 
well as his defense in other actions 
that might be filed against nim tor 
a period of two years, the fee being 
the specified $10,000. He added that 
so far, he has not received uny 
money whatsoever for his services 
and then concluded his statement 
pM go) phat he had placed his 

mor e a 5 ‘ 
Mr Mouge gage in the hands of 

After filing this, Mr. Evans filed 
a motion asking for the discharge 
of bankruptcy in the case of his 
client. In this motion, signed by 
Mr. Raven, the ex-financier stated 
that he has surrendered all his 
Property and rights of property, and 
has fully complied with the re- 
gulations of the bankruptcy act 
and orders of the court touching 

!on bankruptcy, He therefore peti- 
tions the court that he may be de-~ 
Set. Deve full discharge from 
2! ro 7 i S 
Sate provable against his 
Watson Springs Surprise ‘ 

Mr. Felthan ‘Watson, United . 

States District Attorney, who 
‘started the action against the 
three former officials of the Amer- 


ican-Orjental Finance Corporation :' 


(on. charges’: of misappropriatin: 
stocks: and bonds. placed i ‘hair 
hands for safe-keeping, sprang-an | 
unexpectéd surprise yesterday morrn- 
‘ing, When he asked for further post~ | 
paceman of the aes - 
; | @ven-.more startling surprise 
‘followed when it was announced 
oe George. Sellett, . former 


i 


; 


‘|the accused 
»|31, almost -three- mon 


ieharges against 


Petition’ Text Given 
The complete text of Mr. Wat- 
son’s petition to the court follows: 
, “That the information in the 
‘above-entitled cause under which 
defendants herein are charged with 
;the commission of certain criminal 
, Offenses was filed on the 31st day 
,of August, 1935, ab which Lime tne 
‘said Felthan Watson believed that 
jone of the defendants was about } 
to leave the juriddiction of this 
Court permanently; that although 
said Felthan Watson had investi- 
gated the facts of Lhis case prior 
to the filing of said information, 
such investigation was not then 
complete; that immediately follow- 
ing the filing of said infermation, 
the said Felthan Watson Was re- 
quired by other official duties to 
absent himself from Shanghai for 
n period of about eight days, und 
after his return to Shanghai and 
unt! about the middle of October, 
11935, he continued his inquiry and 
investigation into the facts of this 
case and preparation of this case 
for trial; that commencing on or 
about the 7th day of October, 1935 
and continuing to the present time 
the said Felthan Watson has been 
ill and as a consequence of such 
illness he has been able to devote 


only very little time and attention 
to the preparation of this case for! 
trial and during all of the pericd) 
commencing October 19, 1935 and, 
ending November 18, 1935, he has) 
been confined because of said illness; 
in a hospital and “his home and) 
during said period was not able to 
devote any time or attention to the) 
preparation of this case for trial;; 
that since November 18, 1935, to} 
the present date the said Felthan 
Watson has been able to attend 
office and his official duties for 
only about two hours daily and 
some further time must yet elapse 
before he will have recovered suffi- 
ciently from his illness to devote 
substantially his full time and at- 
tention to the preparation of this 
case for trial; that because of’ the 
illness of the said Felthan Watson 
he has for the past ten days been 
assisted by George Sellett, 2 mem- 
ber of the Bar of this Court. in 
preparing -this case for trial; that 
the said George Sellett has today 
taken the oath required by law to 
be taken by counsellors at law to 
assist the said Felthan Watson in: 
the trial of this case and the trial 
of any other cases based upon any 
complaints or informations which 
imay hereafter be filed in the United 
States Court for China against 
ithese defendants or any. of them; 
that the said George Sellett is now 
devoting and for the past ten days 
has devoted. practically all.of his 
time and attention to the prepara- 
'tion of this case for-trial; that be- 
{cause of the nature. of ‘this -case 
and the involved end complicated 
facts relating thereto. much work 
and ‘time has been expended and 


will still] be required in the ade-|" 


quate preparation of this case for; 
trial.” : 

: Metion Strongly. Opposed 

Mr. Watson's motion for re-set 
was strongly opposed ‘by Mr. Evans 
and’ Mr. Cornell S. ‘Franklin. ‘the 
latter .attorne¥ for Messrs. Brown 
and Driscol}. The former reminded 
the «court: that .under: many - codes 


edi on Mg August 
ago.=- 
Arguing. on behalf of Mr. Wat- 


son's petition, Dr. Seliett ‘weclared 


;[that - cofitrary to belief in ’ same 


quarters, he -had’. not | assisted.’ the;. 
District Attorney in filing. the 
3 the three men.. He 
had been working on the case less 
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Dr. Sellett referred 


Continuing, 
to a telegram he recently sent to]. 
Mr. Exans at Tientsin in which 
he stated that “District Attorney 
considers pending information “de- 
fective and will enter nolle prosegut 
and file new information. Because 
cf facts disclosed since arrival of 
witness from America new infor- 
mation will probably be based upon 
theory of case differing from_pre- 
vious information in material re- 
spects.” The telegram added that 
the defense would no doubt desire 
a delay in order to deal with the 
new information. | 

Evans Admits Telegram 

Mr. Evans then admitted that he | 
‘had received such a_ telegram, 
\placing it in evidence. After that { 


he proceeded to review the history ! 
of the case, emphasizing the re-set) 
front October 29 to November 29. 
He also pointed out.-that Mr. Wat- | 
{son should herve obtained assistance j 
sooner, adding that of course, Mr. 
Watson could not be blamed for 
falling i. He main’ ed, however. 
that due diligence had not been 
displayed by the Government and 
declared that the defendants want 
trial ncw,:not because the Govern- 
ment is not ready but to clear thelr 
good names. He continued that they 
were entitled to a speedy trial, and 
added that if the Government was 
not ready there should be a direct- 
ed verdict in their favor. 

Mr. Franklin statéd that if there 
was not sufficient evidence to con- 
vince the district attorney on 
August 31 that the defendants 
should .be arrested, there should 
certainly be enough now for trial 
He also asked Dr. Sellett if the 
latter had not chosen the 15 counts 
against the defendant. The latter 
denied this but added that he had 
suggested to the district attorney 
to look for violations of the law 
in the situation uncovered during 
the liquidation of the A.O.F.C. 

At the conclusion of this verbal 
tattle, Judge Helmick granted the 
petition for re-tet, which was|; 
followed by objections by both |: 
Attorneys Evans. and Franklin.): 
After court adjourned, January 3 
wos fixed as the date for trial by 
mutual! consent of the attorneys 
on both sides. 
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“|than’ two weeks, he-saki. He con~ 
; {tinued . that investigations had of 
| | & necessity been carried on not 
ijonly'in Shanghai but in. New York 
and San Francisco as well, where 
the A.O.F.C. matintiined offices. 


[Hough Ready 
To Sign 5,000 
A.O.B. Checks 


74 Per Cent Payment 
To Be In Mails 
Before Xmus 


DEFUNCT BANK HAS 
$353,093 IN CASH 


Auditors  Tretermining 
Awounts Due Exch 
Depositor 


Mr. Frank L. Hough, liquidator: 
of the defunct American-Orientst ° 
Benk, is preparing for another { 
jege of writer’s cramp with a big 
heck-signing session not far in 
the offing. i 

The occasion will be the first; 
dividend payment to depositors | 
and other creditors of the banks, | 
sehe duuied to be made before , 
Christmas. It will be a 7'2 a 
cent payment and will entail tne 
writing and signing of approxunn- | 
tely 5,003 checks, Mr. Hough told 4 
ontna Press reporter yesterday 
uflerneo, 

In the 
De Vault, chartered nueccountant mn 


charge of the uuditing and 2c- 


meantime, Mr. Henry 


ecuntaney work, and his staff are 
busy preparing statements of the 
is 10 


exact amounts each creditor 
rezeive. Mr. DeVault explained 
that the job was started sometime 


‘ago and that it was something ©* 


a Jarge-sized ord¢r. 
Abcut 4,000 of the checks to be 


‘made out and mailed will go to 


{ 
residents of Shanghai, depositors 
and creditors of the local bank. 
The remaining 1,000 checks will bo 
to depositors and creditors of tne 
Lientsin bank. It is not yet known 
when the first checks will be mail- 
ed, although it js believed that 3t 
will not be until after the middie 
of December. 

Eefore the checks can be mailea. 
it will be necessary to obtain 28 
ruling from the United States 
Court for China in regard to the 
matter of preferred creditors. The 
matter will have to be brought ve~- 
fore Judge Helmick within the next ( 
few days, it was explained. 

The American-Oriental Bank has 
on hand at the present time $853.- 


100, of which approximately $650.- |. 


GOC will be paid out in the 7% per 
cent payment, the balance beings 
held for reserve... -: ie 

“The Asia Realty: Company, Fea- 
2ral Inc., U.S.A.. another Raven en- 
terprise, of which Mr. Hough is 
trustee, moved: 1t8 QuucesS Iruus I> 
Nanking Road location to Jiu 
€zechuen Road yesterday. 

This move was made for econ- 
omy’s sake and is expected to save 
the company a good many thou- 
sand dollars annually. The move 
would have been’ made earlier were 
it not for the fact. that Asia 


Realty had a lease on the pre~|. 
mises, which are part of the Har-| 
Hardoon | 


dcon Estate. Mrs. Eliza 
only recently consented to tne 
breaking of the lease. e 


— 
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Evans, Raven 
Attorney, Here 
From. Tientsin 


Tells Reporter To Watch 
For Filing Of New 
Documents 


THIRD WITNESS 
RUMORED IN CITY 


Believed To Have Slip- 
ped Into’ Shanghai 
Quietly From U.S. 


Mr. Richard T. Evans, prominent 
Tientsin attorney, who will repre- 
ent Mr. Frank J. Raven when the 
tcrmer Shanghai financier appears 
oeiore the United States Court for 
China for trial on a charge of stock 
iwindling, arrived in this city yes- 
terday from the north to make 
final preparations for the defense 
of his client. 

Interviewed by ea Cnina PRESS | 
“eporter, Mr. Evans stated that he 
was all prepared to go ahead with 
‘he trlal as far as the defense was 
zencerned, and expressed the hope 
‘hat there might not be any more 
delays. Asked if he had anything 
in way of Surprises that. he in- 
tended to spring during the hear- 
ings or before, he merely smiled 
1nd told the reporter to watch for 
the filing of new documents. 

He continued that he expected 
to ke a rather busy man -during 
“is present stay in Shanghai, hav- 
ing several minor business matters : 
to attend to besides the defending 
of Mr. Raven, who together with]: 
Messrs, J. Warner Brown and A. 
H. Driscoll, are to face trial on 
15 counts of disposing of stocks |: 
and bonds alleged to have been}: 
placed in their hands for safe- |; 
keeping. 

Mr. Felthan Watson, US. Dis- |. 
trict Attorney, in. charge of the: 
Prosecution, stated that he was 
going ahead with final preparations | 
for the trial. He was in his office 
all yesterday afternocn, marking j. 


i ‘ In the meantime,-secrecy. shrouds |! 
-mo3t of the movements of the prin- |: 
‘cipals connected... withthe. case. 
/Littic’ has been seen- of Messrs, 
C. J. Haley..and. Charles.: ytis~ 
San Pranciseo, stack..." 
brought here. for’ -the -p' 
‘ appearing ‘as (witnesses -for ° 
secution. — . é he ed 4; 
. It was originally. stated that 
witnesses would possibly be: brought 
) to Shanghai from the United States, 
‘and a CHiwa Press reporter was}: 
told last night that at: least -one 
more witness had arrived. This re- 
iport, however;,,could not be con- 
, firmed, a 2 
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|A.-O.B.C. Criminal 
Cases Postponed 


Dr. Sellett Takes Over 
From Watson, Trial 
Set For Jan. 3 


Trial of the Messrs. Frank Jay 
Raven, John Warner Brown and 
Alfred Hamilton Driscoll on 
criminal charges growing out of 
the collapse of the American- 
Criental Banking Corporation was 
today postponed until January 3 
in the U.S. Court for China. 

Announcement was also made 
that Dr. George Sellett, former 
United States District Attorney 
here and attorney for the bank’s 
liquidator, had been 
Special Assistant to Mr. Felthan]. 
Watson, present District Attorney,’ 
to prosecute the cases. 

New Informations Due 

Further announcement was made 
that nolle prosequi will be entered 
tor pending informations against 
the defendants, and new informa- 
tions will be filed. 

Postponement of the trial was 
asked on the grounds that Mr. 
Watson's iliness had ~ prevented 
the government from completing 
preparation of its case. Dr. Sellett 
had started to work on the case 
less than two weeks ago and had 
not had time to make ready for 
presentation in court. 


Dr. Sellett Takes Oath 

The appointment of Dr. Sellett 
was by the Attorney-General of 
the United States and he took oath 
today. 

The postponement was vigorously 
opposed by Mr. Richard T. Evans, 
&ttorney tor Mr. Raven, and Mr. 
C. S. Franklin, attorney for the 
Messrs. Brown and Driscoll. 

Mr. Watson was in court today, 
but not yet completely recovered 
ae his illness. Argument for| 

ponement was prese 
Ee p nted by Dr. 
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Text Of Petition 
7 pomp Petition for post. ! 
eaves submitted the following 

“Inat the information 
above-entitled cause eaek whee 
defendants herein are charged with 
the commission of certain criminal 
cffenses was filed on the 31st day 
{Of August, 1935, at which time the 
said FELTHAN WATSON believed 
that one of the defendants was 
sare _to leave the jurisdiction of 
Court Permanently; that al- 
though said’ FELTHAN WATSON 


oa) 


case prior to the filing cf said in- 


‘fling og 
cb 


tth day of- October, 1935 
continuing to ‘the presént time 
said FELTHAN WATSON has 
(Please Turn. to Page 8 
____ 


nad investigated the facts of this |, 


been ill and as a consequence of 
such illness he has been able to 
devote only very little time and 
attention to the preparation of this 
case for trial and during all cf the 
period commencing October 19, 1935 
and ending November 18, 1935 he 
has be2n confined because of said - 
iltaess in a hospital and his home! 
and during said period was not- 
able to devote any time or atten-; 
tion to the prefaration of this 
case for trial; that since November 
18, 1935, to tne present date the 
said FELTHAN WATSON has 
been able to attend office and his 


‘ official duties for only about two 


hours daily and some further time 
must yet elapse before he will have 
recovered sufficiently from his ill- 
ness to devote substantially his full 
time «nd attention tp thie pre- 
raration of this case for trial; that 
because of the illness of the said 
FELTHAN WATSON he has for 


appointed |) the past ten days been assisted by 


GEORGE SELLETT, 2 member of 
the Bar of this Court, in preparing 
this case for trial; that the said 
GECRGE SELLETYI has _ today 
taken the oath required by law to 
be taken by counselors at Inw to 
assict the said FELTHAN WATSON 
in the trial of this case and the 
trial cf aay other cases based upon 
any complaints or informations 
which may hereafter be filed in 
the United States Court for China 
against these defendants or any cf 
them; that the said GEORGE SEL- 
LETT is now devoting and for the 
past ten days has devoted practi- 
cally all of his tim2 and attention 
to the preparation of this case for 
trial; that because of the nature 
of this case and the involved and 
complicated facts relating thereto, 
much work and time has been ex- 
pende:. and will still be required 
in the adequate preparation of this 
case for trial.” 
Argument On Pet:tion 
In argument on behalf of the 
petition, Dr. Sellett said that con- 
trary to belief in some quarters he 
had not assisted the District At- 
torney in filing the 15 charges of 
emb2zzlement against three de- 
fendants. He had teen working on 
ithe case only since less than two 
weeks ago. 
He pointed out that investigations 
hed had to be carried on not only 
m Shanghat, but also in New York 


and San Francisco where the 
American correspondent of the 
A.-OF.C. maintained ofiices, He 

wanted 


suggested the defendants 
trial before the government 
had had time to prepare its case. 
Wire To Evans 

Dr. Sellett continued that he 
‘had recentiy telegraphed Mr. Evans 
in ‘Iientsin as toliows: “District 
Attcrney considers pending in- 
-Tormation aefcetive and wil} enter 


‘tion. Because of facts 
| since arrival of witness 


that the 
@efense would dcubless desire delay 
in wder to deal with the new in- 
formation, 

‘Former Continuance Opposed 

Mr. Evans put Dr. Selett's tele- 
glam into cvidence. He then review- 
ed the histary of the case against} 


America new information wilj prob-; 


27, 1935- 
j 
LPL 
i Fe # 
ail three defendants to date, point-| Watson had told the Attorney- 
ing out that it was set originally! Genera: assistance would be de- 


ior October 29 without the District/ sirable, but it had not then be ac- 
Attorney giving any indication that] corded. Dr. Sellett also pointed 
his information was not complete.fout that arrangements had been 
Then, on October 18, continuance] made not to ask for new bail in 
of one month was asked and grant-j] the case of the three defetdant~. 
ed over the opposition of the de-| ‘The present charges would con-j 
fense, but It was indicated that no] tinue pending until trial on new; 
further continuance would nej charges, and so there would be 1:0 
ie : f ; change with regard to bail. : 
m, ans also pointed cut that Lack Of Diligance 

one yo basen and should have} mr. Franklin said that the fact 
Wateen assistance sooner. Mr.| the Attorney-General had not sct- 

atson, of course, could not be} ed promptly on Mr. Watson's re-° 
criticized for being sick, but the}auest cf September 10 showed inck’ 


government could be crittelzed for] of diligence on the 

Ppurt of thee 
rot doing anything about it. Duc} government. 
diligence had not been displayed. Mr. Evans reminded the court ..: 


The defendants want trial now, not} that under many codes. trial must 
bécause the government is sot]/be net later than 69 days after | 
ready, but to clear their good name.| indictment. The defendants in this! 

Deserve. Speedy Trial case had been charged cn August 


The defendants, he said, were 31 and almost three months had 
entitled by law to a speedy trial, already elapscd without trial. z 
and in conclusion he asked two Petition Is Granted t 
things: that trial on the present| Judge Milton J. Helmick mace no r 
information be not postponed; andjcomment on the arzument, but & 
that it +ew information is filed.'! granted the petition for postpone 
the defendants be alloweq to enter { ment. There were objection and 
their plea immediately, and if the/exception by both Mr. Evan. ai 
gcvernment was not ready to pro-/Mr. Franklin. : ve 
ceed. there should be a directed After cour! y ; 
verdict in their favor. of January 3 re = pees 

Mr. Franklin added that if there/ agreement of the attorne:s bes ish 
was sufficient evidence to convince} sides. Seren OUR 


¢ 
‘ 


the District Attorney on August 31} —_—_-a. 
that the defendants should be ar- PRE ae 
rested. there surely should ove 4 


enough now for trial. Mr. Frank- 
lin also asked if Dr. Sellett had} 
not cnosen the 15 counts againstf 
the defendants. Dr. Sellett replied 
that he had not, but. had suggested 
to the District Attorney to look for 


tion uncove: 
of the A- c. 
Barrier Of Distance 
In reply to Mr. Evans and Mr. 
Franklin, Dr. Sellett said prepara- 
tions for trial do not have to be 
completed when information is 


4 


filed. With regard to diligence,’ 1 4035 
it should be taken into cony‘dera- WON. 
tion that Washington and Shang- ei - 

hai are seven or eight thousand . 

miles apart. 

As early as September 10, Mr. & 
‘a 
aN 
Sey 


ASSIA NES OR BUY apie ited aut tc Right tA APART aR 
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a ren ee camer ns = 


2 Witnesses ean 
Arrive For , Le 


Raven Trial): < - 
mene ee cen eqgeeeme rere! 
Haley And Curtie Here 
From America, Will 
Give Testimony 


DEFENDANTS FACE 
SEVERAL CHARGES | 
Hearings Slated To Open | 
Before Judge Helmick | 
On November 29 | 


Mr. C. J. Haley, of the San Fran- 
cisco Home Owners’ Loan Corpora- 
tion, and Mr. Cari C. Curtie, of E. 
A. Piere & Co., New York and San} 
¥rancisco stock brokers, are- two of | 
the men who will be called as wit- 


Df 


. 


nesses at the coming trial of 
Messrs. Frank J. Raven, J. Warner 
Brown and Alfred Hamilton Dris- 
coll, former officials of the now 
defunct American-Oriental Finance } 
Corporation, set to start before the 
United States Court for China on 
Tuesday, November 29. 

The two men left San Francisco. | 
according to reports in Pacific Coast 
newspapers. on the President 
Coolidge. The Coolidge arrived in 
Shanghai on Monday of this week, 

£ and accerding to_ information 
obtained by a Cxurna Press reporter 
yesterday, the two witnesses were 
on board. 

According to a repors appearing 
in the November 1 issue of the San 
Francisco Chronicle, the two men 
were subpoenaed by the United 
States Court for China, and orders 
authorising them to sail from San 
Francisco came from Mr. Henry 
H. McPike, United States Attorney 


: ‘ad such a long distance. F ' 
: { was not Bor i a, 


¥ NEWS, THURSDAY, NOVEMBER > 1935. 
: A.-O. LIQUIDATION 


Some Comments 


es 


WHE NORTH-CHINA DAIL 
y 


To the Editor of the 
“NortH-Curma Dairy News” 


Sir—On reading the report issued 
ever the week-end, in re the “Raven, 
Group” I am reminded of the “moun-f 
tain labouring mightily and bringin, 
forth a mouse”, as after six months 
of labour we are served with a lot of; 
figures as to the sums owing to and}| 
owed by several national groupsii 
together with a promise of 7% peri 
cent. “maybe” before Christmas—' 
1935? ). 

Maybe I am more than ordinarily 
dense, but “for the life of me” I can- 
not understand what practical value 
such figures can possibly have to any 
one ef the creditors. For my part 
at least, and as one of the largest 
creditors, I have not a particle of in- 
terest in whether the defunct bank 
owes more to Americans as a group 
or to Russians or Chinese or “and 
cthers” and anyway, why select only’ 
three national groups and bunch all’ 
ihe rest together as “other”. egpeci- 
ally since the others are the largest 
creditors. 

Of what use are such figures to the 
thousands who have waited = six 
months in the hope of a substantial 
dividend, many of them, like myself, 

with the gradually fleeting remem- 
brance of the bank officers’ state- 
ments, issued immediately after the 
closure, that the assets were several 
limes greater than the liabilities and, 
that creditors would be repaid every. 
dollar. ‘ 

It appears to me that such statistics, 
if not simply politics, are at least 
a waste of time and money, their 
preparation evidently required many 
weeks of work or the part’ of the 
staff and auditers for which the 
latter alone are receiving several 
thousan@ dollars a month. 

As an example of the futility and 
unreliability of such statistics, I have 
oniy to mention two facts which are 
known to me personally, in that the 
case of two of my own depcsits, al- 
though one is in my name (and 
would therefore presumably be listed 
under my nationality) actually the 
money is held in -trust for someone 
ci different nationality. Another of 
my deposits in the joint names of 
myself and another party of different 
nationality represents unequal in- 
terests of twa parties, of which the 
record is unknown to the bank and 
therefore could not be classifiéd cor- 
rectly as to ownership by nationality. 
These two examples are of my own’ 
personal knowledge, but what of the 
deposits of many institutians such as 
sckools, hospitals an@ missions, which. 
although controlled by Americans are; 
solely concerned with, and. their 
funds are contributed largely by, 
Chinese and other nationalities? 

The statement informs us that about 
$800,000 has been collected at a cost 
of $57,000 which Mr. Hough regards 
as camparatively favourable percent- 
age of cost of collecticn, whereas it 
seems to me that an opinion on this 
subject can only be fermed when the 
accounts are finally completed. I, for 
one, would be more interested in 
learning, and such statistics would 
appear to be of far more importance 
and interest to the creditors, as to 
what proportions of the “assets” 
were sacrificed and are represented 


#) by the $800,000 odd sca far collected, 
es and similar statistics. 
AND OTHERS, }- 
7) Shanghai, Nov. 13. fl 
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A.-O. LIQUIDATIO: 
Another Creditor’s View 


To the Editor of the 
“Noagtn-Cwina Dai.y News” 


Sm—As a substantial creditor of 
the American Oriental Finance Cor- 
poration it was with interest that I 
reud “Anp Otners” letter regarding 
the American Oriental Bank Liquida- 
tion. 

While much of what he says is 
obviously true, I can not help think- 
ing he is a little hard on the 
Liquidator who is faced with a pretty 
prob:em in deciding to what extent 
the pall of secrecy can reasonably be 
alowed to cloak the political aspects 
of the failure of the “Raven Group” 
and his own difficulty in deciding 
to which particular member of the 
group such small sums as hav> ap- 
parently been collected can be al- 
located. 

It is obvious that in a group where 
each member has borrowed frow the 
other the decision as to how the 
various creditors shall rank  pre- 
sents an opportunity for the exercise 
of a nice sense of discrimination, 

The question so far as I am concern-# 
ed is to what extent, if any, does the! 
liquidator propose to sacrifice the in-; 
teresis of the creditors of the A.O.F.C.: 
to those of the A. O. Bank. i 

. While one may have every} 
sympathy with the position in which! 
thé liquidator finds himself, surc!y he: 
must admit the time has come wheni 
he should come out into the open and: 
show his hand. 

It must at least be possible to show 
on the one hand what claims to date 
have been registered against each of; 
the member companies and on the? 
other hand what assets have actually’ 
been realised. That would anyhow; 
give. those who are anxiously waiting 
for news some idea of the position. 

Far be it from me to wish in any 
wey to embarrass the liquidator in his 
task, but I trust sincerely he will see 
his way to meet the general desire for 
information promptly. 


i “ALso AND OTHERS.” 
Shanghai, Nov. 13. 
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A.O. Bank To TB eee cee raeeciaaieiarnan sty ? 


t : ! 


Pay Initial 
Dividend Of 
7” Per Cent! 


Liquidator Hough Makes 
Brief Announcement 
Of Firm’s Status 


PAYMENT SLATED 
BEFORE DEC. 25: 


Sas ; 
Condition Of A.O.F.C., | 
Raven Trust: Company 

Said “Unchanged” 


An initial dividend of 7': per cent 
will probably be: paid the generai 
«rcditors of the American-Orienta) 
Banking Corperaticn before Christ- 
mas according to a brief statement 
concerning the present financial 
status of the concern made by Mr. 
Frank L. Hough, liquidator of the 
former Raven financial house, yes-. 
torday noon. 

The first statement issued by Mr. 
Hough on the affairs of the bank 
in several weeks, it was direct and 
to the point, being chiefiy con- 
fined to figures. Since June 
4, wher the liquidator first 
started pressing debtors for pay-, 
ment, and up to October 31, the sum! 
cf $456,000 had been collected, it! 
Was stated. e 

Of this sum, it was pointed out, 
mbout $780,000 remains for payment 
to general creditors, which in- 
cludes the preferred creditors of 
the concern, who are now being 
paid off as fast as possible. 

$57,000 Exnended. 

From the total collected, $57,000, 
or about seven per cent, has been . 
expended for the cost of liquida- 
tion.: while $21,000 has been dis- 
bursed to depositors of the bank 
whose accounts were less than $50 
Expenses of liquidaticn have thu 
far been unusually low, it wad, 
pointed out. when’ compared wit! 
the fact that -the usual ba 
liquidation expense in the Unit 
States ranges from 15: to 20 -per 
cont. : 

The total liabilities of the bank, 
the statement brings out, are now, 
nbout $8,000,000. This figure in-: 
cludes all deposits,.: trust, ..preferred 
and cther ‘items?’ At this “juncture, 
Mr. Hough takes up the matter pf 
initial payment to general. cretiito! 

“The staff is now -wtrking to- 


+ 


>. Wards.paying a 7% per cent divi 


dénd. to ail general creditors of th. 
bank: before. Christmas,” he says, 
and then dispenses with the mat- 
ter altogether, to say a few words 
about the position of the American- 
Oriental Finance Corporation and 
the Raven Trust Company. Again 
he As brief and directly to the point | 
of ‘his subject. - : 


HL, (Btn 
Se ferrm acon 


A.U.F.C. Condition Unchanged 

“The American-Oriental Finance 
Corporation and the Raven Trust 
Company are in substantially the 
same condition as they were at the 
last announcement,” he says. and 
ihen drops that topic. . 

‘The announcement referretl to 
was issued about two months ago 
and the picture presented was not 
very bright. 

Aside trom tie face that 2 7's 
ber cent dividend is not far distant, 
the most interesting part of the 
entire statement is some 
figures showing the relative posi- 
tion of the various nationalities: 
ecencerned in the A.O.B.C., - the: 
A.O.F.C. and the Raven Trust Com-: 
pany. In presenting these figures, 
Mr. Hough states: ; 

“The attached ts a recapitulation: 
of cbtors and ereditors of the 
three Raven companies according, 
Lo nationality showing the net! 
position of each. ! 

“The recapitulation shows the net: 
losscs Or gains cf each nationality. ' 
including losses or investments in 
the securities of the American- 
Griental Banking Corporation, 
American-Oriental Finance  Cor-' 
poration and the Raven Trust Com- 
pany. 

Figures Given 

“Issued without comment.—(Sign- 
ed) FRANK L, HOUGH.” 

These figures follow: 

AMERICANS Z 
American Oriental Banking Cor- 
peration: . 
Creditors $4,314,768.65 
Dedtors _ 3,935,326.15 j 


Net duc to Americans $ 379,442.50 


Ancrican Oriental Finance Cor-/ 


poration: 

Devore eyieminaw nous $2,293,824.39 
Creditors .......... 951,215.95 

Americans owe A. O.. 
Es Ban etseates $1,342,608.44 

Raven Trust Company: 
Cretlitors .......... $2,031,720.29 
Devore: 23 cscaencrsc 187,829.25 


Net cue to Americans $1,843,891.04 


CHINESE 
American Oriental Banking Cor- 
poration: 
Debtors $2,847,371.30 
Creditors 1,307,673.30 


Chinese owe A.O.B.C. $1,539,697.91 


American Oriental Finance Cor- 

poration: 
Creditors. .......... $1,007,620.52 
“.° 155,413.40 
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Creditors acetal Aiacave $1,079,630.94 
DEBGOLS: sos nsids ecses 243,708.09 


Net due to Others .. $ 835,922.94 


; Raven Trust Company: 
Gréditors  ....-26..6 $ 455,113.95 
Debtors .....- net 55,109.67 
Net duc to Others .. $ 400,004.29 

Pia class includes all nations 

_ ————— of political divisions such as Eng- 

gy eee Company: Ush, Irish, Scotch, Hollanders, Bel- | 

TS veer eee eee $ 420,658.42 | ginns, French, Spanish, Canadians, | 

sett e senses 9,560.34 | Ttalfans, Japanese, Poles, Portugu- 

: se, Indians, fi Sy 

Net due to Chinese $ 411,098.08 Persians, Gack, tartan Gar 


mans, Chilean, Czechoslovakians, 
RUSSIANS i Norwegianss Swedes, 


Net due to Chinese § 852,207.12 


| 


‘ oa Turks, etc., | 
American iental ne SERS 
aaa ee vmerteaECAPITULATION | 
Debtors oo... ee .. $ 41,295.28 | “mericans: : 
Creditors |... 22.60. 379.181.32| Raven Group owes . | 
i aoe ieee Saas $ 880,725.10 
Festa e se: 
Russians owe, A.OB.C. = 462,113.96 Chinese owe Raven 
American Oricutdl Finance Cor- Group ..----;,. $. 276,398.71 
persian Os sone mae : 
Creditcrs ie - $ 12,936.44 ie 
Teton aoe ie es Group) .......- «+ $460,687.45 | 
. | Others: a i 
Raven roup owes fe 
Net due to Russians $ 1,500.12 ; Others ........ $5.506.846.16 
Raven Trust Gompany: : LOSSES: ON'STOCK INVEST- |: 
Creditors .......--05 $ 10,000.00 MENTS OF RAVEN GROUP 
Debtors .........+-5 73.61 | Americans $4,358,045.45 |} 
Chinese 274,734.90 11 
: % e026 39 | Russians : 34,519.85 | t 
Net. Que: ‘to tussians's" “SO262) | Gmcrs. vxeat amen sane 1.328,15461}} 
: TOTAL COMBINED LOSSES OR|; 
OTHERS .-° - 


. w GAINS ON ACCOUNTS AND 
American Oriental Banking Cor- 


t 
_§TOCK INVESTMENTS : 
poration: . 


‘ Vv Group owes 
Creators gern = Americans Z 
.Debtors e -s 222.88 inese owe aven 
a : — Group) ........6e- 1,663.81 | ratio cropped 
Net due to Others .. $2.330.918.93 | Russians owe, Raven after which t 
ai - Group 
American Oriental Finance Cor-|Raven Group owes 
porationu.. ©. - sete . Others 


a diese ied ate 4,895,000.77 


2: 740. 55 In 1928, 54.1 per cent of re all car S 
cleccee $5,238.7 < ah : ~ % 7s r ri 
rt 


steadily until .1032. 


herve was ge ag 

ee 316,167.60 | increase - until for the - fi 2 
| moths of 1934 new motctr vehicles 
were 44.5 per cent of. the total. 
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A.-O. BANK 


An Appeal 


To tne Editor of the 
“NortuH-Criva Dary News” 


Sirn,—The liquidators of this bank 
have moved to warmer quarters for 
the winter, but so far the real de- 
positors have been greeted with 
nothing but stony silence. 

With winter cold fast approaching, 
hundreds of depositors must be af- 
fected—as only the needy know. 

The last public statement revealed 
that at least 20 per cent. was avail- 
able for depositors. If this is still 
so, is it not time that a refund be 
made before the purchasing power 
of the dollar, which is falling each 
day, drops to still lower levels? 

Time is money—and time is being 
ignored, spent or slighted. The de- 
positors are silent because they have 


no common tongue, and ‘their only 
bond is their unfortunately misplaced 
faith. 

Let us hope, however, that Mr. 
Hough has prepared to make the first 
payment shortly, and let us hope that 
this letter will give the complicated 
machinery the necessary impetus. 


Corp COMFORT. 
Shanghai, Nov. 8. 
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-1Raven Decrees 


| In US. Court 


1 Two Honoraria, Interest 
Ordered Paid; Status 
In Bankrupicy 


Cecress handed down today in the! 
-]United States Court for China| 
-}ordered Mr. Frank Jay Raven to 
-|pay Mr. Frank L. Hough the sums 

. fof $188.811.18 “received without 
‘| consideration” from the American- 

-| Oriental Banking Corporation. with 
Six per cent interest from January 
13, 1932; $188.811.18 “received with-| 
out consideration" from the Asia! 
Realty Company, with six per cent! 
interest from October 16, 1935. { 

Mr. Hough is liquidator of the 
A.-O.B.C., the . American-Oriental, 
Finance Corporation and the Raven 
Trust Company, and trustee of the; 
Asia Realty Company. The two first! 
named Sums are honoraria paid to, 
Mr. Raven by the respective com-' 
panies while the third sum is in- 
terest on an honorarium from the 
A.-O.F.C. Which was technically re- 
turned after being in his posseSsion 
for a period. 

These three cases are in equity 

and comsequently in a_i different 
category from Mr. Raven's other 
debts. 
, In gn argument in court last week,- 
‘Mr, Raven’s attorney, Mr. R. T.! 
Evans, maintained that it was man- 
‘datory on the part of the court to 
Stay judgment in these cases in 
view of Mr. Raven's voluntary peti- 
tion in tankruptcy. 

The court. however, held that a 
Stay of judgement was not manda- 
tory. but discretionary on the basis 
of whether judgment was dis- 
-charrable. This voint will be de-}- 
“cided subsequently. ‘ 


/226/ 
ae seen NOVEMBER 9, 1935 (“ou vena CuNicipal roi” 
Allegations Of Fraud Made ' pp oe 
Against Truman Johnson ae: ee, 


Whittakers File Suit In U.S. Court For Recovery | 
Of $51,000 Paid For Shares In Asia Electric , 
Company Said Sold By Misrepresentation 


Allegations of fraudulent mis- 


representation, to induce to pur-/ 


ehase of shares, are made against 
the Asia Electric Company, Fed. 
Inc. U.S.A., and its former Pre- 
sident, Mr. Truman Johnson, who 
departed recently fo; the United 
States, in a suit filed against them 
yesterday in the U.S. Court for 
China by Attorney Myron L. 
Wiener on behalf of Edward G. 
Whittaker and Evelyn Whittaker, 
who are seeking to gecover the 


purchase price of shares of the 


Asia Electric Company acquired 
by them in 1932. 

The complainants state that 
they are registered in the official 
records of the Corporation as the 
joint owners pf 5,000 Common 
“a” shares of the Asia Electric 
Company, for which they paid 
$50,000, while they also appear,in 
the capacity of trustees for 
Donald L. and Robert E. ‘Whit- 
taker, as the legal owners of 100 
Common “A” shares for which 
the sum of $1,000 was paid. 

They then proceed to declare 
that “the sale of the said shares 
from the defendant corporation to 
the said complainants was induced 
and consummated through the 


knowingly fraudulent representa-. 
tions and fraudulent concealment: 


of materials facts and the false 
statements of the defendants nam- 
ed, combining and confederating 
together with divers other persons, 
directors and officers of the de- 
fendant corporation, as yet to the 
complainants unknown, but whose 
names, when discovered, the com- 
plainants pray may be _ inserted 
‘herein. as defendants.” 
What Mr. Johnson Said 

In particular, the complainants 
allege that, to induce them to pur- 
chase the shares in question, Mr. 
Truman Johnson, in April, 1932, 
“knowingly, falsely, fraudulently, 
deceitfully and with the intention 
of misleading the complainants” 
stated to and assured them that 
the Asia Electric Company was 
financially sound, that it was not 
‘in debt, and that he, Truman 
Johnson, was the owner of Sh. 
' $25,000 worth of shares of the 
iCompany for which he had paid 
| cash. 

These statements, the complain- 
ants claim, induced them to make 
‘the first purchase of shares. Fol- 
lowing this, between April and 
December, 1932, it is alleged that 
\Mr. Truman Johnson solicited the 


complainants to purchase further j 


Ishares, informing them that the 
edie so raised would be used for 
the purchase of raw material for 
large-scale manufacturing and 
that he, Mr. Johnson, had himself 
invested $35,000 in the Company, 
which he described as being in a 
“flourishing condition.” 


| ~ Nuallificatien Aske 

The Company, however, has re- 
fused to comply with this demand 
und the complainants therefore 
ask the Court to declare the sales 
of shares null and void and to 


jorder the Asia Electric Company | 
‘and‘or Mr. Truman Johnson to; 


make the yvefund. 

Only recently, the Asis Electric 
Company was involved in an_ac- 
tion brought by Miss A. Viola 
Smith, Registrar of the China 


sum of $51,000, représenting the !|Trade Act, who sought the revoca- 


tion of the charter of the Com- 
pany on the ground that it had 
engaged in irregular share trans- 
actions by selling its stock against 
| promissory notes to Mr. Truman 
Johnson and other officers of the 
Company, by voting this stock at 
shareholders’ meetings although it 
'had not been paid for, and by pay- 
‘ing stock and cash dividends on 
rit. 

Judge Helmick refused to revoke 
the Company’s charter but order- 
ed that the irregular share situa- 
tion be put in order within 60 days. 
After this decision had been 
rendered, Mr. Truman Johnson re- 


signed as President of the Com-! 
pany and departed for the United’ 


States with the intention of set- 
tling there permanently with his 
family. His place as responsible 
officer of the Company was taken 
by Captain A. R. St. Louis, one 
of the directors of the concern. 


—_—— oe —_—_ 


But in August, 1985, the com-| 


plainants continue, they ‘‘discover- 
ed the fraud practiced on them” 
and on November 4 notified the 
Asia Electric Company that they 
lnad resginded and cancelled the 
jsales of shares, demanding at the 
isame time that the $51,000 paid 
{for the shares be refunded to 
them, plus interest at the rate of 
six per cent. per annum,._ 


The Shanghai Evening ‘Post & Mercury, Monday, November 11, 1935, 


Americans Large 
Raven Crediters 


tatistics AN Released 


By Liquidator Showing 
National Groupings 


Statistics of the defunct Raven 
enterprises which have been made 
public by their liquidator, Mr. 
Frank L. Hough, show that Amer- | 
icans as a group are the largest 
creditor of the concerns while Rus- 
wians as a group and Chinese as 2 
group are debtors. Other nation- 
alities taken together as a group 
are also a creditor. 

The Raven concerns, American- 


Oriental Banking Corporation. 


American-Oriental Finance Corpor- 
ation. and the Raven Trust Com- 
pany, owe Americans a total of 
$880,725.10. 

Chinesz. taken as a@ group, .owc 
the Raven concerns a total of $276,- 
398.71, while Russians, taken simil- 
arly. owe $450,687.45. All other 
nationalities, grouped together, have 
owing to them a total of $3.566,846.- 
16. This latter grouping includes 
British, Irish, . Scots, Hollanders. 
Belgians, French, Spanish, Cana- 
dians, Italians. Japanese, Poles, 
Portuguese, Indians, Filipinos, Ser- 
bians, Persians, Greeks, Latviasis, 
Germans. Chileans, Czechcsiova- 
kians, Norwegians, Swedes, Turks. 
etc. ‘ ‘ 

Mr. Hough has also announced 
that the general creditors of the 
A.-O.B.C. may receive 74% per cent 
of their total deposits before Christ- 
mas. Another announcement was 
made that the Asia Realty Com- 

‘pany, the still existing Raye con: 
cern of which he is trust2e, would 
shortly move from its present loca- 
tion to 110 Szechuen Rord. 
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DECREES AGAINST MR. F. 
J. RAVEN FILED 


Order Made for Payment by 
Bankrupt of $390,083.90 


Decrees in connection with th 
three suits against Mr. Frank J. 
Raven were signed by Judge Milto 
J. Helmick late on Monday night i 
the U.S. Court for China, in accord 
ance with a recent order from th 
court. In the first suit, instituted b 
Mr. Frank Hough, liquidator of th 
American-Oriental Banking Corp., 
the defendant has been ordered to 
return and pay to the olaintiff $188.- 
811.18, “being the amount paid to the 
defendant by the American-Oriental 
Banking Corporation and received by 
him without consideration,” together 
with interest at 6 per cent. per an- 
num from January 13, 1932 until the 
date of payment, and costs. 

In connection with the suit brought 
by Mr. Hough on behalf of the A.- 
O.F.C., a plea of payment had been 
accepted, and Mr. Raven is accord- 
ingly ordered to pay the sum of 
$12,461.54, together with interest at 
6 per cent. per annum from October 
16, 1935, until the date of payment, 
and costs of the suit. 

The third decree is similar to the 
first, Mr. Raven being ordered to pay 
to Mr. Hough, as trustee of the Asia 
Realty Co., the sum of $188,811.18, 
“being the amount paid to the de- 
fendant by the Asia Realty Co. Fed. 
Inc. U.S.A., and received by him 
without consideration, together with 
interest at the rate of 6 per cent. per 
annum from January 16, 1932, till 
date of payment, and the costs of 
the suit. 

In accordance with a ruling of the 
court last week, all other suits 
brought against Mr. Raven have no’ 
been stayed. 
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i 
Mr.,Raven Denies H aving “agisanad 
| 


Any Secret Assets ae sy 
Declares At Meeting Of Creditors Yesterday That | Se ey 
Everything Has Been Listed In Filed Bank- i 

ruptey Petition; Trustee Appointed | 


Poa 


Answeri 


Ye a_series of questions 


The first public meeting of 


aa " 3 ] on property owned by the mem- 
creditors in connection with the | Thers Lee ieee TMINRARE: COATS: Mie 
ile da Oe petition filed in the ]] Raven said his wife owned — no 
Ce Sg COV. Giine by Mr. }}land inside or outside ‘China, that 
TANK Je BRVEN, cok place yester- |]he owned no land in the United 
day morning, the debicr attend- States or elsewhere except. that 
Me nd Be IMO EDs fed De. listed in the sehedules, and his 
Mir. Raven Was accompamcd DY feo and three daughters owned 


ive 2 au a . > ru 4 
OO 0 MERE Pe loathe ee poe lou Ege His wile. now | 
sented Mr. Frank L.- Houwh. who, Res Ae A ELE Es Germany, * 
as liguidator of the A.-O. B. C., i B ERe BUUEON: AUORES during 
the A.-O. F. ©. and_ the Raven. the nast three months, He then 
Trust Cempany, as well as trustee . eee ft ae ee aL possible 
of the Asia Realty Company, H ae A ee tea dren. 
id dhe piincipal Sener ay e also said he had transferred 

Te SGI be Remanibered: thas ne ten estate during the past 
the petition, indebtedness is 1 Same room Picea 
ed at Shanghai $680,019.62. U. S. Teans On Policies: Ve coh 
$178, 90, and £1,279. while as- Under additional examination 
sets available for use are put at by Mr. Evans, he said the life : 
Shanghai $264,000 and UU. §. [pinsurance nolicies were of — little 
$1,315. Slight ‘amendments were value now because he had borrow- 
made yesterday. assets being: in- ed heavily on them, His son has 
creased by $25 in 1 two life insurance pelicies with 

, Mrs, Raven as beneficiary. 


clothes and liabilities iner 


uninaiion was then adjourn- 


UL. S. $638.08 and Shangh E 
for small items which Mr. Raven {'ed sine die with Dr. Sellett stating ! 
said had been overlooked in his{ that further examination might 
criginal schedules. be desired later. 
No Secret Assets Dr. Sellett added that he would 
The proceedings were opened] like to have_the court na ag the 
by a statement by Mr. Raven’s]| trustee tor Mr. Raven, and Mr. 
attorney (Mr. Evans) who said it | Jack Y. Mf. Yuen, appearing for 
was impossible to be ignorant of | the Underwriters Savings Bank 


a great, and the A Lite Insurance Com- 


the fact that there was 


deal of talk in Shanghai to the] pany, agree:t. { 
effect that Mr. Raven had cither Judge Milton J. Helmick stated | 
secreted assets or had put them] that as Mr. Hough was liquidat- | 
in the name of his wife or some ing ‘the Raven enterprises. it | 


would he best for him to act as 


other person, “I wish emphatic- 
trustee, Mr, Hough, who was in 


ally to deny these reports and to 
is humanly 


state that, so far as 
possible, all known assets have 
been ineluded in the schedules.” 


Mr. Raven then*gave evidence, 
testifying that to the best of his 
‘behef the schedules were. com- 
plete and that he was willing to 
execute to the trustee to be ap- 
pointed such deeds and_ assign- 
ments as might be required. 

“He said he had no assets other 
than those listed in his voluntary 
petition in bankruptcy, that he 
-has no bank account anywhere in 
the world, that his wife has no 
property other than possibly 
U. S. | $2.000 worth of  cloth- 
ing, jewellery and cash, that 
his three daughters possess no 
more than U. S. $1,000 in cash 
and personal property, artd that 
his son has no more than U. S. 
$500. in cash and personal pro- 
perty. 

Insurance Policies 

In the course of cross-examina- 
tion by Dr. Sellett,. Mr. Raven 
stated that the beneficiary of two 
Asia Life Insurance Company 
policies had been changed a_ few 
months ago from the Raven_Trust 
Ccmpany to Mrs. Raven, One of 
the policies: is for Shanghai $10.- 
000°‘and the other for U. S. $5,000. 
Mr. Raven explained that the 
policies were vart of a trust fund 
being handled by the R.T.C. for 
his wife, and the change had been 
made after the failure of his 
enterprises. » 

Ownership Of Property |. 

Questioned with regard to list- 
.fed ownership of his real estate 
outside the Settlement, the said it 
had been. bought through the 
A.R.C. with the names of certain 
Chinese on the title deeds for 
Chinese registration. 


} 
H 
court, accepted the appointment. . | 
Legal Point Raised } 
With the appointment of the. 
trustee, a leyal point arose as to | 
the suits pending by Mr. Hough; 
for return of honoraria, totaling ; 
$475,793.84. paid by the R.T.C.,) 
A.-O.B.C. and A.-O.F.C. to Mr. -. 
Raven. In a previous hearing in ;- 
court, Mr. Raven waived rie¢ht to 
these honoraria and submitted to 
the judement of the court. ! 
Mr. Evans contended that in| 
view of the filing of a petition in, 
voluntary bankruptcy and the av-} 
nointment of a receiver for Mr. | 
Raven’s assets. judgment should 
he stayed. and there .can be_no 
further civil action against Mr. 
Raven excent in bankruptcy court. 
Judge Helmick said he would 
like to hear arrument on this 
point, and fixed Friday afternoon 
as the date fer this to be sub- 
niitted, - 
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MR. RAVEN STAYED i 


Court Refuses to Hold Up 
Equity Proceedings 


An interesting legal question was 
involved when Mr. R. T. Evans in the 
U. S. Court for China yesterday after- 
noon moved that proceedings against 
Mr. Frank J. Raven be stayed in view 
of the fact that he is now a bankrupt. 
The motion was opposed by Dr. 
George Sellett. x 

Giving his decision, Judge Milton J. 
Helmick said that proceedings in the 
three equity cases—invoiving the 
return of the Tls. 405,000 accepted by 
Mr. Raven as honeraria from the 
American-Oriental Banking Corp., the, 
American-Oriental Finance Corp., and 
the Asia Realty Co.—would not be, 
stayed, as it was questionable whether 
the obligation of the a@efendant would 
be removed by a_ discharge. Thet 
question will be settled at some later 
stage, and consequently the Court 
yesterday declined to halt the pro- 
ceedings for the moment. 

With regard to the two other cases, ' 
brought by the A.-O. B. C. and the’ 
A.-O.F.C., with regard to loans and: 
overdrafts, the court stayed pre- 
ceedings, as under the law these pro- 
ceedings were provabie and. dis-% 
chargeable. They will now doubtless 
appear in the bankuotcy proceedings: 
as proved claims. . 

The academic question involved in 
the first three cases was whether, in 
view of a decree by the court that 
Mr. Raven return the honoraria, ther 
could be treated as simple law-suits, 
and referred to the receiver, whether 
they were personal obligations on the 
part of Mr. Ragen when, as in the 
case of aHmo and certain other 
cases, they are net stayed as a matter 
of course when bankruptcy proceed- 
ings ate instituted. 


U.S. Witnesses 


San Francisco, Oct. 31. 

Mr. C. J. Haley, at present em- 
ployed by the Home Owners Loan 
’ Corporation at its San Francisco 
office, and Mr. Carl C. Curtis, cn 
executive of the E. A. Pierce Co., 
securities dealets, will sail far 
Shanghai to-morrow if connettion' 
with the litigation arising out of the 
failure of the American-Oriental 
Bank and affiliated companies in that 
city. , : 

Both have been subpoensed by the 
United States Court for China ts 
testify against Mr. F. ‘J. Ravet, Mr. 
J. Warmer Brown and Mr. A. H. 
Driscoll, who have béen named de- 
- fendants in eases growing out of the 
ereel insolven¢éy.—United Press. 
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Receiver Named For. 
Realty Investment Co. 


Mr. Richard T. McDonnell, of Dr. Joseph Fuchs German phy- 
McDonnell and Gorman, was ap- siciap, was given a judgmen- 
pointed receiver for the Realty {for $146 for medical services 
Investment Company Federal jagainst Dorothy Oliver. 
inc. U.S.A. while the trustee- 
ship of the China Realty Com- 


‘pany, Federal Inc. U. S. A. was 


made permanent, in decisions 
banded down by the United 
States Court for China yester- 
day morning. 


Mr. McDonnell’s bond was 
fixed at Shanghai $50,000. Re- 
ceivership for the R. I. C. was 
asked by a group including both 
creditors and officials of the 
concern. 


Temporary trusteeship for the 
C.R.C was asked several weeks 


‘ago by the officials of the con- 
cern for the purpose of reorga- 


nization under Section 77-B of 
the United States Federal 


Bankruptcy Act. Myr, Carl F. 
Wolsiffer, general manager -of 
the company, was named trus- 
tee. 


After a brief hearing this 


morning, Judge Milton J. Hel- 
mick decided that Mr. Wolsiffer’s 
appointment should be made 
permanent. It was indicated 
that the administration of the 


company’s effeirs under the 
trusteeship was being conduct- = 
ad in a wholly satisfactory 
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U. ; Court BD. 22S. 
Finds Raven 


A Bankrupt J 


Helmick To ‘Act As Re- ; 
feree Until Trustee 
4 Is Appointed 


FAMILY PICTURES 
LISTED AS ASSETS 


Investigation Of Assets 
And Liabilities Set 
, For October 29 


‘ Mr. Frank Jay Raven, once cne 
cf Shanghai’s most prominent 
financiers, head of the now de- 
funct American-Oriental Bank anJ 
associated concerns, was yesterday 
afternoon declared a bankrupt in 
the United States Court for China 
after 2ils attorney, Mr. Richard T. 
Evavs, had filed petition for bank- 
rupicy. ‘ 

Judge Milton J. Helmick an-j, 
‘nounced that he would act as re- 
feree in the case pending the ap- 
pointment of ea trustee. A cout 

. hearing, at which Mr. Raven's 
assets and liabilities will be in- 
vestigated. has been set for Tues- 
‘day, October 29. 

In his petition to the court, Mr. 
Raven declared that he was forced 
to apply for bankruptcy because of 
debts which he is unable to pay 1p 
Tull. Because of his inability to 
pay, he stated that he is willing to 
surrender all his property for bene- 
fit of creditors, except such pru- 
perty as is exempt by law. 

Mr. Raven listed his assets and 
‘Habilities in his petition but thes> 
were not made available to tne 
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MR. RAVEN DISCLOSES 
HIS ASSETS, DEBTS 


Total Of $264,000 Is 
Shown In Petition 
To U.S. Court 


Assets listed at Sh. $264,000 i 
and U.S. $1,315, exclusive of per- |« 
sonal property claimed to be(|« 
exempt, have been disclosed by 
Mr. Frank J. Raven, President of }: 
the defunct American-Oriental 
Banking Corporation, in the 
schedules to his petition in bank- 
rupicy filed on Friday with the |. 
United States Court for China. 

Against these sums, Mr. Raven 
lists liabilities totalling Sh. $680,- 
049.62, U.S. $178,937.90 and 
£1,279. 

Mr. Raven declares in his peti- 
tion that he is ready to surrender 
al] his property for the benefit of 
his creditors, with the exception 
of that portion which is exempt 
by law, and that it is his desire 
to obtain the benefit of the Acts 
of Congress relating to bank- 
ruptcy. 

The first meeting of Mr. Raven’s 
creditors has been called for 
Tuesday, at 10 a.m., in the U. S. 
Court for China. 

Claims by Mr. Frank L. Hough, 
Liquidator of the Raven enter- 
prises, are disclosed by the sche- 
dules as totalling U. S. $152,- 
618.18, Sh. $195,435.78 and £1,279. 
These are secured claims. Mr. 
Hovugh’s unsecured claims, re- 
presenting honoraria paid to Mr. 
Raven bv his defunct concerns 
and to which he has since waive 
right, amount to Sh. $475,793.84. 

Among secured claims is U. S. 
$26,319.72 duc to the Asia Life 
Insurance Company, which holds a 
mortgage on Mr. Raven’s home at 
555 Hungjao Road and a further 
amount of Sh. $10,000 due to Mr. 
Richard T. Evans, who is Mr. 
Raven’s attorney and holds a se- 
cond mortgage on the Hungjao 
Road estate, the value of which 
is given as Sh. $200,000. Other 
real estate assets are listed at 
Sh. $64,000. 


— 


err Sa NY fp rs 


as 


A he cake 


[2266 


The Shanghai Evening Post & Mercury, Tuesday; October 29, 1935. 


‘Raven Testifies | pare 
_ Upon His Assets 
| ip 
‘Attorney Denies Rumors 
Any Were Secreted; 
Hough Trustee 


the settiement, ne saia it naa been 
Mr, Frank Jay Raven took the , bought through the A.R.C. with 
witness stand in the United States!the names of certain Chinese on 
Court for China today and vestified the title deeds for Chinese registra- 
that he had no assets other than | tion. : 
those listed in his voluntary peti- Then came a series of questions 
tion in bankruptcy, that he has 0 !on property owned by the members 
bank account anywhere in the{ecf his immediate family. In reply, 


i 
! 
i 
| 


‘world, that his wife has no pro-|he said his wife owned no land) 
‘perty other than possibly U.S.$2050| inside or outside China, that he 
worth of clothing, jewelry and |cwned no land in the United States| 
cash, that his three daughters pos-|or elsewhere except that- listed in 
lsess no more than U.S.$1000 in} the schedules. and his son and 
‘eash and personal property, andjthree daughters owned no anal 
that his son has no more than]anywhere. His wife, now living 
‘U.S.$500 in cash and personal pro-|in Heidelberg, Germany, has had: 
perty. to borrow money during the past; 
His testimony was given at the j three months. He then itemized 
first meeting of his creditors in|the maximum pesstble wealth of 
connection with his petition in} his wife and children, He also said 
bankruptcy. Schedules filed with | he had transferred no rea) estate 
this petition list total debts of during the past year. 
Shanghai $680,019.62, U.S.$173,937.90 Bcurrowed Qn Foticies 
and £1279, while assets, not includ-| xwynder additional examination by 
ing getacnial Rapaveds claimed ae Mr. Evans, he said the life insur- 
exempt, are listed at Shanghai} ance policies were of little value 
$264,000 and U.S.$1315. now because he had _ borrowed 
Porperty claimed exempt amcunt } heavily on them. His son has twc 
i peal te — 165 life insurance Bic with Mrs. 
Statement By Attorney i Baven as beneficiary. i 
At the beginning of the hearing, pfyamination was then adjourned; 
Mr. Raven's attorney, Mr. Richard | cine die with Dr. Scllett stating 
T. Evans, told the court it had been| that further examination might be 
danpaeee not to ke ignorant of that |} desired later. 
act that there was much ialk H 
‘around Shanghai to the effect Mr.) ,,c°-, Seilett, added Time tee 
; Raven ha& cither secreted assets Or Jirustee for Mr. Raven, and Mr. Jack 
put them in the name of his wife eee ¥ a - = 
Y. H. Yuen, appearing for the Un 
or some other person. Therefore. | gerwriters Savings Bank ald the 
he wished to deny emphatically | 4 «; Life Insurance Company 
tae reports and to state further agreed ; 
at so far as humanly possible all i 
known assets had been included in Mr, Hough Appcinted 
Judge Milton J. Heimick respond- 


the schedules. x 
Mr. Raven then took the stand ed with the statement that sincc 
and under Mr. Evans’ questioning he | Mf. Hough was liquidating the : 
said the schedules were complete to | R8ven enterprises, it would be best : 
the best of his belief, and he was | {or him to act as trustee. Mr. 
willing to execute to the trustee Hough, who was in court, accepted 
appointed to take charge of his |*he appointment. 
assets such deeds and assignments Cf Mr. Raven's creditors, only 
as required. Mr. Heugh and the USB. and 
Dr. -Sellett Cross Examines ALC. were represented in court. 
Cross examination was conducted The schedules filed last Friday 
by Dr. George Sellett, representing | WeTe amended today to include ad- 
Mr. Frank L. Hough who, as | ditional assets of $25 in. clothes, 
liquidator of the American-Oriental | 29d additional Uabilities of U.S.- 
Banking Corporation, the Amer- j $638.08 to the USB. and about 
ican-Oriental Finance Corporation, | £4.$300 to the Yokohama Nursery 
and the Raven Trust Company, and Company. Mr. Raven said he haa 
as trustee of the Asia Realty Com- ‘| forgotten these items in filing the! 
pany, is Mr. Raven's principal ; original schedules. 
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+} ereditor. A Legal Point 
It was brought out that the be- With the appointment of th: 
Pea oot pt tne: De trustee, the legal point arose as to 

° 


neficiary of two Asia Life Insurance 
‘|Company policies had been chang- 
‘led a few months ago front the 
: ‘Raven Trust Company to Mrs. 
+}Raven, One of the polici¢s is for 
?. Shanghai $10,000 and the other for 
|u.s.$5000. Mr, Raven explained 
‘|that the policies were part of a 
. trust fund being handled by the 
- R.T.C. for his wife, and the change 
“had been made after the failure of 
jnis enterprises. He did not know 
.) whether the beneficiary had been 
|given as the R.T.C. or the R-T.C. 
‘,as trustee. 
Gwnerzthip Of Property 


Questioned with regard to listed 
|townership ¢f his real estate cutside]. 


the suits pending by Mr. Hough for 
return of honoraria, totaling $475,- 
"763.84, paid by the R.T.C., A.-O.B.C. — 
and A-O.F.C. to Mr. Raven. In 3 
Ftevious hearing in court, Mr. 
Raven waived right to these honor- 
aria and submitted to the judgment 
‘lof the court. 
Mr. Evans now contends that 
with the filing of a petition in vol- 
untary bankruptcy and the appoint- 
'ment of a receiver for Mr, Raven's 
assets, judgment should be stayed.) 
and there can be no further civi). 
action against Mr. Raven except in: 
; bankruptcy court, * ‘ ‘ 
Judge Helmick said he would like: 
to hear argument on this point,'and! 
the time was fixed for Friday after-! 
noon. hs el é 
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Bud Health Forces 


, A..Q... Bagk Manager 


To Leave Shanghai 


vir. Jultus Kleffel, former vice- 
president and general manager 
cf the defunct American-Oriental 
Bank, now in process of liquida- 
tion, departed from Shanghai for 
Datren yesterday morning on the 
Hoten Maru. Mrs. Kieffel was at 
the boat with him but did not 
sail. 

it is understood that Mr. Kleffel 
is making the trip for the sake 
of his health, and it is reported 
that he will be back in Shang- 
hai as soon as he has sufficiently 
recovered from the heavy strain 
under which he has been laboring 
during the past several months. 
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INVESTMENT COMPANY 


’ Petition Filed in U.S. Court: Restraining Order 


Issued to Land Office 


for the appointment of a receiver 
and a writ of injunction restraining | 
the officials and employees of the 
Realty Investment. Co. Federal. Inc 
U.S.A.. from doing anything to the’ 
property or income of the firm, Judge 
Milton J. Helmick. in the U.S. Court’ 
for China, yesterday. issued a res- 
training order to Mr. C. D. Mein- 
hardt, Consul in charge of the Land 
Office of the American Consulate- 
General. from recording or acknow- 
ledging ony transfers of the property 
oat the concern until the further 
orders of the Court. 

The petition was presented by Mr. 
N. F. Allman on behalf of eleven 
stockholders who hold a substantial 
part of the voting stock of the firm, 
and two creditors whose joint claims 
amount to $74,774. it was stated that 
the firm had not on hand sufficient 
money to meet its obligations now 
due, and that. unless the Court inter- || 
vened, the properties of the firm }' 
would be dissipated and_ sacrificed, 
and interminable litigation would 
ensue, to the great and irreparable 
damage and injury of the complain- 
ants and all the other stockholders 
and creditors of the concern. 


The complainants were:—Mr, R, M. 
Vanderburgh, president, Miss Alice E. 
Allen. Miss Ethel M. Allen, Mrs. L. 
S. Hoi, Mr. C. L. Boynton, Mr. 
George A. Fitch, Mr. W. A. Main, 
Mr. A. R. Hager, Mr. G. S. Foster- 
Kemp, Miss Idabelle Louis Main. Mr. 
Fred Kempton, manager and secre- 
‘tary, stockholders; the Methodist 
Episcopal Mission, an American ele- 


emosynary corporation, to which the 
firm is indebted in the sum of 
$56,000; and Mr. Walter Hiltner. to} 
whom the firm is indebted to the 


amount of $18,774. 
Short of Money 


Following the filing of a petition 
For 


The following points were outlined 
in the petition:— 

Capitalized at $4,000,000, the firm 
has now a total of $1.843,720 common 
and $533,340 preferred shares fully 
paid up and outstanding, and further | 
has an authorized debenture issue of 
$3,000,000, of which the sum of 
$500,000 is outstanding and is fully 
paid up. Although its property and, 
assets, at a fair valuation, exceed its 
liabilities, including at least a part 
of its capital stock, the firm has not 
on hand sufficient money to meet its 
obligations now due, and will not 
have sufficient money on hand. nor 
be able to obtain sufficient money, 
to enable it to meet its immediately 
maturing obligations. 

The complainants believe _ that, 
under the intervention of the Court, 
and the granting of equitable relief, 
including the appointment of a re- 
-eeiver, the business of the con 
can be conducted by the receive 
and ultimately liquidated, so that i 
a reasonable period of time the jus 


shall appear, the properties’ will 


RECEIVER WANTED FOR ae 


Business Depression 


several yeurs past, Shanghat 


has suffered a business depressiom, 


which has seriously affected reak 
estate values. and. as a result, the 
firm has been unable in many in| 
stances to collect outstanding act 
counts, and in other instances hag: 
been unable to realize on securitie¢ 
beld as collateral. The temporaty 
continuation of the business of the 
firm under the direction of the Court 
is essential, in order that the asse 
ot the firm may be sold to the bes 
advantage, or that it may be given a 
opportunuity to obtain the requir 
capital. The firm has not sufficie 
funds to enable the business to b@ 
conducted. unless a receiver is apé 
pointed who can borrow the nec 
sary funds for that purpose. pursuan 


‘to the approval of the Court. 


The Judge's Order 

The following order was issued by, 
Judge Helmick:— 

“The complainants having file 
their bill for appointment of a re 
ceiver. und their motion to enjoi 
and restrain C. D. Meinhardt fro 
recording Or acknowledging an 
transfers of U.S. Consular Lots Nox 
1833, 2991. 2345. 2702, 1866, and 3660, 
or other property of the defendan 
company, and it appearing from sai 
aMidavit that irreparable loss a! 
damage would result to the com 
plainants unless a temporary restrain 
ing order is granted, it is on said 
motion of the complainants ordered 
that, until the hearing of said bill 
in equity. or until the further orders4; 
of this Court, the said C.D. Meinhardt, 
his agents, servants, attorneys, and 
privies. and/or successors in office, t 
be and they hereby are restrained 
from recording or acknowledging any {7 
transfers of the aforesaid U.S. Con- 
sular Lots, or other property of the 
defendant company, or from taking 
any steps in the matter of such re- 
cording or acknowledgment of -trans- 
fers in connection therewith, or from 
making any record or entries of re- 
cord in respect thereto. 

“That a copy of this restraining 
order be attached to the subpeena 
herein and be served therewith.” 
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U.S. Court Postpones Raven 
Trial To November 29 


Vigorous Legal Argument 


At Hearing Yesterday As 


Defence Attorneys Oppose Further Delay In 
Case; Affidavits By Three Defendants 


Mr. Frank J. Raven, Mr. J. 
Warner Brown and Mr, Alfred H. 
Driscoll on charges of embezzle-|. 
ment arising from the alleged con- 
version of securities committed for 
safekeeping to the American- 
Oriental Banking Corporation, naw 
in process of liquidation was 
granted by Judge Milton J. Hel- | 

| 


A postponement of the trial z 


mick in the United States Court 
for China yesterday at the in- 
stance of Mr, Felthan Watson. i 
U.S. District Attorney, but in the 
face of strenuous opposition from 
the defence attorneys. 

At the conclusion of a session 
which lasted all morning, the 
Judge ordered that the case, 
originally scheduled to open on 
October 29, be re-set for hearing 
on November 29, or 30 days later. 

Mr. Watson’s motion, asking for 
a continuance, for at least one’ 
month, was filed on Wednesday 
afternoon. It set forth that the 
United States Attorney General 
had asked for this continuance by 
telegraph on October 15, declaring 
that it was absolutely necessary 
in order that the Attorney General 
might be able to complete arrange- 
ments for securing the presence at 
the trial of certain witnesses now 
residing in the United States and 
to obtain certain essential 
,documentary evidence. 

, All three defendants were pre- 
jsent in Court yesterday. Mr. 
‘Raven was represented by Mr. 
| Richard T. Evans of ‘Tientsin,! 
!while both Mr. C. S. Franklin and 
i\Mr. W. B. Harrington, of the 
llocal law firm of Franklin and 
| Harrington, appeared for Messrs 
'Brown and Driscoll. 

4 Investigation In U.S.A. 

i When the proceedings opened at 
10 a.m., the District Attorney rose 
to inform the Court that ever since 
the filling of the informations 
against the accused on August 3), 
investigations, conducted through 
the Department of Justice, had 
been proceeding in various cities, 
of the United States and _ that! 
these had not been completed. 

“There has been no negligence 
in my office,” Mr. Watson said. 
“The Court will realize that there 
are difficulties in view of the fact 
that we are 3,000 miles from head- ; 
quarters. There are four witnesses 
to be brought here for the Govern- 
ment from the U.S.A., and the 
Attorney-General advises that they 
cannot get here by October 29, the 
date already set for this trial. 
Hence my motion for a continu- 


Mr. Evans, speaking for the} 


defending attorneys, said that they 


objected to the motion being dealt }' 
lsaid he wished to be associated 


with in the. form in which it had 
‘been filed, Legal practice for the 
past 200 years, Mr. Evans declar- 
ed, required that such a motion 
should be supported by an affidavit 
showing proper lega] cause for a 
continuance, regardless of whe- 
ther the continuance was sought 
by the defence or the Government, 
Such an affidavit, counsel con- 
tinued, must be such as to satisfy 
the Court that the absent witnesses 
are material witnesses in 
case, and that the party making 
the application for continuance 
has not been negligent in produc- 
ing his witnesses in due time. The 
Court must also be reasonably 
satisfied that the witnesses sought 
will be present on the date to}’ 
which- a postponement of the trial 
is asked. __ wee 


“Most Casual Manner” 

Asking leave to intervene in the 
discussion, Mr. C. S. Franklin de- 
clared that the District Attorney! 
had come into Court in the most! 
ezsual manner, without any sub- 
stantial support for his motion. 
The defendants, he continued, were 
entitled to an early and speedy 
tria!, Their characters and their 
whole future were at stake, At} 
present they were living in Shang- 
hai without means and might, if 
ebliged to remain here indefinitely, j} 
become a charge upon the Am- 
erican community. 

“Suppose that, when the District 
Attorney is finally forced to trial, | 
it is found that the witnesses in| 
respect to whom this motion was 
filed are immaterial and_ the 
documentary evidence inadmiss- 
ible?” counsel queried, associating 
himself with Mr, Evans’ demand 
for a supporting affidavit from the 
District Attorney. 

Judge Helmick: I would be in 
entire agreement with you in the 
case of a continuance in the legal 
and technical sense. But since the 
Court here, unlike the United 
States, does not have terms, I am 
inclined to treat the District At- 
torney’s motion as an application 
to rest. 

Mr. Franklin: What would your 
Honour consider a continuance in 
the legal and technical sense in 
this Court? 

Judge Helmick: That is very 
hard to say, but there is a dis- 
tinct difference between a continu- 
ance and a re-setting and I feel 
that there is no such thing as a 
continuance within this jurisdic- 
tion. Therefore, I am inclined to 
treat this as an application to re- 
set and to give the Attorney- 
General the additional time asked 
for. I don’t like to do it, but I 
think it is necessary.” 

Motion Not Verified 

It then transpired that the Dis- 

trict Attorney’s motion had not 
been verified and, at the sugges- 
tion of the Judge, he agreed to 
withdraw it and refile it latter, 
after verification. 
_ Assuming verification and refil- 
ing, Judge Helmick then said he 
wou-d treat the motion as an ap-|, 
plication to re-set, a matter in 
which the Court was entitled to 
exercise its discretion. 

Mr. Franklin said he wished the 
Court to note two exceptions, first 
to the weight attached by the 
Court to the Attorney General’s 
representation, and secondly to 
any re-setting as an abuse of the. 


Court’s discretion in view of the} 
lack of any support for the Dis-; 
trict Attorney’s motion. Mr. Evans 


with these two exceptions. 

Judge Helmick proceeded to re- 
peat his previously-expressed view 
of the matter. “I shall treat this 
as an application to re-set the 
case. The Court realizes that it 
must exercise its discretion in @& 
reasonable manner. The defendants 
are entitled to a speedy trial, but |. 
I do not think the application is 
unreasonable. It comes from the 
Attorney-General of the United}. 
States. He would not wish to 
harass the defendants or do them 
an injustice. The Court has to be]: 
more indulgent than would be the 
case if all the Government wit- 
nesses resided in Shanghai or in 


not refuse any yeasonable request 


933 oF = 


pe eee 


{China. This is an important case { 
Jand should be thoroughly pera | 


| 


ed on both sides, The Court should 


whieh will make possible a com- 
plete hearing. : 
Defendants’ Aflidayits : 

Asking that the Court exercise 
its discretion against any post- 
ponement of the trial, counsel for 
the defence presented to the Court 
affidavits by each of the defend- 
ants. The affidavit of Mr. Raven, 
read out by his attorney, declared 
that the defendant was not guilty 
et the charges preferred against 
him and that he desired a speedy 
trial; that he was about to file a 
petition in voluntary bankruptcy 
and, therefore, considered that 
such means as he had above the| 
necessity of his subsistence should! 
be kept intact for his ereditors;' 
that he was without employment ; 
pending these proceedings; that he 
was 60 years of age and under 2 
great mental strain at the present 
time. 

Mr. Brown’s affidavit, read out 
by Mr. W. B. Harrington, stated 
that Mr. Brown is now and has 
at all times been ready to defend ; 
himself against the charges | 
brought against him; that he is 


| 


{not guilty on any of the counts 


alleged; that of his own free will 
and volition he urged the Court 
to allow him to return to its 
jurisdiction from Manila after he 
ad learned of the charge against 
him; that he is now in Shanghai 
without remunerative occupation 
and that to delay or continue the 
hearing over a matter of 30 days 
or a longer indefinite period will 
embarrass him financially and will 
in all likelihood render him de- 
pendant on others. . 

The affidavit of Mr. Driscoll, 
also read out by Mr. Harrington, 
stated that he is now and at a 
times has been prepared to defend. 
himself against the charges; that ; 
he is not guilty on any of the 
counts; that he has at no time 
made himself a fugitive from 
-justice, nor encumbered nor in- 
terfered with a speedy trial; that 
he is without means of earning his 
livelihood in Shanghai and has 
been without remunerative occupa- 
tion since August 23; that to wait 


in Shanghai over an indefinite’ 
period of time or for a greater |. 


length of time beyond October 29 
will render him destitute. 

Apparently unmoved by the 
considerations set forth in these 
documents, Judge Helmick ordered 
that the case be re-set for Novem- 
ber 29, intimating that no delay 
beyond that date would be per- 
mitted. 
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Secrecy Veils Arrival 


Raven Witnesses 


Of Raven W 


Names May a wise 
Until They Actually 
Take The Stand’ 


4.OR 5 EXPECTED 
FROM AMERICA 


Evans May File Petition 
Of Bankruptcy This 
Morning 


Utmost secrecy is being main- 
tained by U. S. District Attorney 
Felthan Watson regarding the iden- 
tities of the four or five witnesses 
who are to be sent to Shanghai to 
cestify at the trial of Messrs. Frank 
Jay Raven, J.. Warner Brown and 
A. H. Driscoll, former officials cf 
the American-Oriental Finance Cor- 
peration. The trial has been resct 
for November 29. 

Questioned yesterday by a CHINA 
?rEss reporter as to whether or not 
he had anything to say concerning 
the identities of the witness, Mr. 
Watson said that there was nothing 
‘e could say, not even if he wanted 
to. = 
It was learned later the identities 
of the witnesses may not be dis- 
closed until they have actually 


{taken the witness stand. No in- 


formation is to be released concern- 
ing the boat they are to arrive on, 
and it is likely that every effort 
will be made to keep their names 
away from the press. 

In the meantime, Mr. ‘Richard T. 
Evans, attorney for Mr. Raven. is 
busy in connection with the filing 
of petition of bankruptcy for his 
client. This petition is expected to 
be filed this morning, but ther2 i 
nothing certain about it, and it may 
be held over until early next week. 

It is believed that, this petition 
will not contain a Ust of the per- 
sonal assets and indebtness of -Mr. 
Raven but will merely state that 
zause exists as to why bankruptcy 
should be granted, and that. the lst 
of financial responsibilities: and 
holdings will be preparéd-.and sub- 
nitted within a time limit sect by 
she - court. 

Mr, Raven. and ‘his co-defendants 
tharged with © misappropriation 
trenuously objected .to Judge 
Milton J. Helmick’s consent to delay 
heir trial another month. both 
hrough their attorneys and = in 
dgned affidavits. presented to the 
sourt and which stated that all 
shree were in difficult financial cir- 
cumstances and that a.speedy trial 
was needed. 

The three have been charged on 
15 counts of.misappropriation of 
stocks and bonds placed in their 
custody . for safe keeping. 


THE CHINA PRESS, SATURDA 


former | 
president cf the Asia Electric Com- 
pany, and head of the Pacifi¢ Bank- 
ing Corporation, who left Shanghai 
cn. the Nagasaki Maru yesterday, 
en rote to his home in California. 


Mr. Truman Johnson, 


Johnson Leaves 
Shanghai With 
Nagasaki Maru 


‘ae msuy 


Former Asia 
President Will Not 
Return To City 


Mr. Truman Johnson, whose name 
:| figured prominently in the news the 
‘lpast three weeks because of his 
connection with the court hearings 
into the affairs of Asia Electric 
Company, Federal Inc., U.S.A.. has 
departed from. Shanghai, it has 
been -learned, and does not plan to 
return to this city. ME eee Se 

He-has resigned as president of 
Asia Electric and departed from 
this city yesterday. He was also pre- 
sident of the Pacific Banking Cor- 
poration. A notice in the window ot 
the latter institution at 210 Szechuen 
Road,' announces: that the space 1s 
for rent. The bank is moving, & 
CHINA PRESS reporter was told yes- 
terday, but’ the informant didn't say 
where. : 

Regarding the departure of Mr. 
Johnson, Captain A. R. St. Louis. 
manhaging-director of Asia Flectric. 
stated yesterday that a new presi- 
dent will pe -elected at the next 

-| meeting of. the board of directors. 
‘At ‘present;: Captain: Bt. Louls is in 
active’ chi of the orgaplaation. 


revocation of the charter and|: 


the‘appointment of a trustee. Both 
of these... requests . were denied: by 


sige. Milt | Helmick in the 


. now Pp 
Electric] accordance with Judge 


am. 


case and that 


any could have 
te remedy the situation that existed 


f the purchase of stock 
because © Pp qn this con- 


St. Louis stated 
assed a resolution in exact 


resolution, and he expected the 
trouble would be straightened out 
in the near future. 

Mr. Johnson had planned to leave 
Shanghai sometime ago but post- 
poned his departure when Miss 
Smith filed her action. Much of 
the stock involved in the court af- 
fair had - been issued to him and 
Mr. Johnson ipo’ hen 
companied by his wife and child- 
ren land are bound for their home 


ig- Paiedens, Californie - 1. 


oie aod Es ia) 


yon: was an active force} 
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_ NO RECEIVER FOR 
' ASIA ELECTRIC 


Judgment Given in China 
Trade Act Case 4 ove ra 
—— be 4 


( JUDGE HELMICK FINDS . .: 


VIOLATION OF LAW = 


A period of sixty days in which 
to remedy a stock sale violation was 
given the Asia Electric Co., Fed. Inc., 
by Judge Milton J, Helmick in the 
U.S. Court for China yesterday 
afternoon. The application by Miss 
A. Viola Smith, China Trade Act 
Registrar, for the appointment of a 
trustee or receiver to investigate the 
company’s affairs was dismissed. on 
the grounds that the U.S. Govern- 
ment was not concerned in the 
internal financial affairs of the com- 
pany or with any controversy be- 
tween shareholders. 

Giving judgment, Judge Helmick 
seid that the proceedings were insti- 
tuted by the China Trade Act Re- 
gistrar for the revocation of the 
certificate of incorporation of the 
| defendant company, under the provi- 
sions of Section 14 of the Act. It 
appeared that 4,040 shares of stock 
were sold during 1932 and 1934, in 
exchange for promissory notes, none 
of which had been paid. 


It could not be questioned that 
Promissory notes were “personal pro- 
, perty,” and that stock could be law- 
fully issued and paid for by promis- 
sory notes, but the Act clearly laid 
down that no stock could be paid for 
in anything but cash unless a cer- 
tificate describing the property for 
which it was sold. and stating the 
value at which it was to be received, 
had been filed with the Secretary of 
Commerce or the Registrar, and 
;providing that either the Secretary 
r the Registrar certified that the 
‘alue placed on the property was not 
ore than its fair mortgage value. 
o such certificate had ever been 
led, and the Court found a clear 
violation of the Act, although the | 
iolation in itself was not harmful to 
e corporation or the stockholders. 


The Corporation's Condition 


; The corporation was not in a 
rosperous condition, but had dis- 
osed of the greater part of its assets 
9 pay creditors, and was now trying 
© build up ‘a business in a.compara- 


purchasers were _ sufficiently *: 

olvent, or in its cancellation if they 

ere not. It was not clear how re- 4 
vocation of the company’s charter 

ould especially benefit creditors or 

ther stockHolders, and indeed the 

jirectors, who held a majority of tne. 

ock, did not destre liquidation or’ 

e appointment of a receiver or 


erved when the illegal stock trans- + 
ction was corrected, and any decree a 
of liquidation or receivership would - at 
have to be made ina proper suit ree 4 hi 


brought by interested parties. Al Se 
“The Court will retain jurisdiction B Vv 

of this cause,” he concluded,” and 

allow the defendant sixty days within * 3 


which to remedy the stock sale 

violation before making any final At ve 

order. The restraining order here-|- “ e 5 ee 

tofore entered will be vacated.” ' Le y a 
***The full text of the judgment will % ’ 

a@ppear in the “North-China Herald," on 

October 23. ' ll 
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SUBMISSION TO 


JUDGMENT BY: 


MR. F. J. RAVEN | 


Strongly Denies Allegation of Any Attempt at 
Fraud: Voluntary Petition in Bankruptcy 


Acting upon the advice of his coun- 

sel, Mr. Frank J. Raven submitted to 
judgment in the U. S. Court for China 
yesterday, when he appeared in 
‘answer to three ciaims totalling Tls. 
405.000 filed against him last July by 
Mr. Frank L. Hough, liquidator of the 
American-Oriental Banking Corp. and 
the American-Oriental Finance Corp., 
and trustee of the Asia Realty Co, 
Mr. R. T. Evans, who appeared on 
Mr. Raven’s behalf, stated that his 
client would file almost immediately 
a petition for voluntary proceedings 
in bankruptcy. 

A large crowd filled the court-room 
in the U. S. Consulate-Generali 
yesterday morning, and an extral 
number of chairs had to be put in 
to accommodate the interested specta- 
tors. In accordance with Federal 
Court procedure, a large American 
flag hung from a flag-pole near the 
Bench, Dr. George Sellett, who was 
counsel for the plaintiff and the 


defence, represented by Mr. R. T. 
Evans and Mr. Frank Raven, took 
their seats. 

Upon Judge Milton J. Helmick’'s 


enquiring as to whether counsel had 
any objection to the three cases being 
tried at the same time. Dr. Sellett 
said that for the purpose of the morn- 
ing’s hearing, both he and Mr. Evans 
desired that all three cases be called 
together. 
Allegation of Insolvency 

Dealing briefly with the bills of 
complaint, he said that with regard 
to the bill of complaint filed by Mr. 
Hough as liquidator of the A.-O.B.C., 
it was alleged that in January, 1932, 
following a resolution of the board 
of directors, the bank paid to the 
defendant Tls. 135,000 as a honor-: 
arium, and this money was actually. 
paid to him on January 19. It was 
alleged that the bank was insolvent 
at the time, although the plaintiff did 
not consider it necessary to provd 
this. In the case of the suit by the 
trustee of the Asia Realty Co., it was 
alleged that the same sum was paid 
an or about the same date, and for 
the same reason, although there was 
no suggestion that the company was 
insolvent. -The Asia Realty, however 
did not awe Mr. Raven any money 
at the time. With regard to the A.: 
O.F.C., there was the same allegation 
as in the case of the A.-O.B.C. 

An answer to the bill of complain 
of the A.-O.F.C. only had been fil 
by the defence, setting out that thé 
Tls. 135,000 had been voluntarily re< 
turned ta them in the Spring of 1933: 
At the time the complaint was filed, 
this had not been known. They were 
now claiming interest, at the rate o! 
6 per cent. per annum, on this s' 
from January 19, 1932 to February 25, 
1933. 

“The defendant in this case denies 
that the bank and the finance cor- 
poration were insolvent, and denies 
any allegation of fraud,” said Mr. 
Evans. “The plaintiff's counsel has 
announced that he proposes to offer 
no evidence in support of the allega- 
tion of insolvency. Notwithstanding 
this, I have come to the conclusion, 
after a careful examination of the 
jaw and the facts, that the burden of 
proof is on the defendant, even in the 
absence of fraud or insolvency, “to 
justify the payment to him of the 
sums referred to in the complaipt: 
and that in order to establish fs 


correctness of such payments he must 
prove that the American-Oriental 
Bank and Asia Realty Co. were re- 
spectively indebted to him at the 
time of the passing of the resolutioni 
of January, 1932, and to establish such 
indebtedness he must prove a con- 
tract, express or implied to pay him 
compensation. 
Mr. Evans’ Advice 


“Inasmuch as the bye-laws of the 
corporations concerned contain no 
prevision for the remuneration of 
officers and directors, and as there 
was no express contract, and as the 
defendant cannot establish the exist- 
ence of an implied contract in view 
of the death of the only independent 
persons who could -now testify to 
such a contract, namely Messrs. Brit- 
ton and Fleming, I have advised the 
defendant to submit to judgment, and 
the now does so submit. 

“I accept full responsibility for this 
decision, ta which I have come after 
the most painstaking investigation of 
which I have been capable, and my 
client in accepting judgment against 
himself is following my advice. In 
the case of the American-Oriental: 
Finance Corporation there is a plea 
of payment and I understand that this 
is conceded. 

“The fact that the amounts received 
by Mr. Raven in January, 1932, were 
paid to the Raven Trust Co. to bolster 
that company is, I am satisfied, irre- 
levant, and even if the campanies 
concerned had desired to pay the; 
money direct to the Raven Trust Co. 
it would have been beyond the power 
of the directors to authorize such a 
payment.” 

Allegation of Fraud 


and monthly wage since 1921. Wi 
respect to the other two companies, 
the same would also have bee 
proved, although payments did no 
begin so far back. He also poin 
out that most of the stock of th 
Raven Trust Co. was held either b 
the defendant or his family. 
Stating that he did not want 
enter into an argument, Mr. Ev 
said that his client wished it to 
known that he did not receive any 
money fram the Raven Trust Co., and 
the money put into it was for 
benefit of creditors and preferred! 
A dividend was d 


Raven received no part of this. 

It was admitted that the defendant 
had received money from the A.- 
O.B.C., and for some time from the 
Asia Realty Co. But Mr. Evans 
asserted that this was no evidence of 1 
fraud, and that his client would; 
strongly fight the criminal charges; 

His client further wished him ta: 
file voluntary proceedings in bank- 
ruptcy, and as soon as a date could 
be fixed by the court, he would do 


so. 
- Judge Helmick instructed Dr.! 
Sellett to draw up a decree*for the 
return and restitution of the money,! 
to submit it to Mr. Evans for con: 
sideration, and then to bring it befor 


Raven, 


Watson, U.S. District Attorney, on 
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In U.S. Court Tuesday 


Judge Helmick To Hear Three Civil Suits Filed By 


Liquidator Of 


For The 


Amerjcan-Oriental Us 
Recovery Of Tis. 405,000; Crowd I:xpected 


The Courtroom of the United}poration and the Asia Realty 
States Court for China is expect-} Company. 


ed to accommodate an unusually 
large representation of the general 
public on Tuesday, when Judge 
Milton J. 
bench to try the first of several 
civil actions instituted against 
Mr. Frank J. Raven by Mr. Frank 
L. Hough, Liquidator of . the 
American-Oriental Banking Cor- 
poration, the American-Oriental 
Finance Corporation, the Raven 
Trust Company, and Trustee of 
the Asia Realty Company. The 
amounts involved total Tls, 405,- 
000. 

With the arrival in Shanghai of 
Mr. Richard T. Evans, Mr. 
Raven’s attorney, from Tientsin, 
the stage has finally been set for 
the trial of three actions in a 
series which are iikely to be the 
most sensational in the history of 
the United States Court for China. 
Mr. Hough will be represented by 
Dr. George Sellett. 

On October 29, when it is 
expected that the first civil suits 
against Mr. Raven will have been 
disposed of, Mr, Raven is to stand 
trial on 15 criminal charges of 
fraud and embezzlement. 

In the proceedings which will 
open at 10 a.m. on Tuesday, Mr. 
Uough is seeking judgments 
against Mr. Raven for three sums 
of ‘ls. 135,000, voted and paid as 
honoraria to Mr. Raven in_Janu- 
ary, 1922, by the -American-Orient- 
al Banking Corporation, the 
Finance Cor- 
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Corporations Insolvent 
It is the contention of Mr. 
Hough that these sums were voted 


Helmick mounts the/to and received by Mr. Raven at 


a time when the three corpora- 
tions were insolvent; that Mr. 
Raven knew that the corporations 
were insolvent; and that he wrong- 
fully accepted the honoraria when 
no monies whatsoever were due to 
him for services rendered. 

In the case of the Tls. 135,000 
received by Mr. Raven from the 
Asia Realty Company, the Liquid- 
ator alleges that for a long period 
of time prior to January, 1932, 
Mr. Raven was paid a salary by 
the Company covering all services 
rendered and that during the 
whole of the year 1981 this sal- 
ary amounted to $2,000 per month. 
It is not alleged, however, that 
Mr. Raven received any salary 
from either the American-Orient- 
al Banking Corporation or the 
American-Oriental Finance Cor- 
poration. 

One of the most serious blows 
ever sustained by American busi- 
ness in Shanghai wus delivered 
when the four Raven corporations 
closed their doors on May 24 last. 
The American-Oriental Banking 
Corporation, the American-Orient- 
al Finance Corporation and_ the 
Raven Trust Company were placed 
in liquidation, while in the case of 
the Asia Realty Company Mr. 
Hough was appointed Trustee to 
effect a reorganization under the 
provisions of Section 77-B of the 
Federal Bankruptcy Act of the 
United States. 

Statements issued from time to 
time by Mr. Hough, as Liquidator 
of the first three concerns, have 
revealed a state of affairs in which 
book assets have shrunk to amaz- 
ingly small proportions, indicating 
tremendous losses to depositors, 
stockholders and other creditors. 

Heavy Losses Indicated 

As far as the depositors of the 
American-Oriental Banking Cor- 
poration are concerned, the lcvses 
are likely to be exceptionally 
heavy, nowithstanding a statement 
by Mr. Raven that there were 
sufficient assets held by - the 
Bank to pay all depositors in 
full. This statement was made 
the day the Bank closed and was 
accompanied by the remark -that 
Mr. Raven himself had “lost every- 
thing” in the crash. Subsequent 
statements by the Liquidator, how- 
ever, show Mr. Raven to be 
heavily indebted to the Bank for 
an overdraft and unpaid promis- 
sory notes. He was even more 
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heavily indebted to the American-}. 


Oriental a glee agg 
In respect of all these sums, 


shown on the books as owing by]- 


Mr. Raven, the -Liguidator. has 
instituted. suits in the United 
States Court for China. Hearings 
thereanent will take place after 
disposal of the crimi 
October 29. - 

Mr. Alfred H. Driscoll and Mr. 


J. Warner Brown, President and}! 


Secreta: 
of the. 


-Treasurer, res: A 
efunct American-Oriental 
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THE CHINA 


H earings In Action To Revoke| 


Asia Electric Charter Endec&- 


Allman Asks 
U. S. 


Whittaker 
Court Action Brought By 


If He 


Instiga ‘eal 


Miss 


Smith, Trade Act Registrar 


After an entire day had been 
consumed in hearing evidence and 
lawyer's arguments, hearings in 
the action asking revocation of 
charter brought against the Asia 
Electric Company, Federal Ince., 
US.A. by Miss A. Viola Smith, re- 
gistrar i the China Trade Act, 
were brought to a close before 
Judge Milton J. Helmick in the 
United States Courts for China 
yesterday afternoon. 

Miss Smith, appearing as her own 
attorney, closed her arguments yes- 
terday afternoon with the plea 
that the charter of the defendant 
concern be revoked, and that if the 
court did not see fit to grant this 
request, that a trustee be appointed 
and that he be bound to report to the 
court from time to time, the state 
of affairs that he found within the 
company. Mi) Smith, who was ad- 
mitted to practice in the American 
Courts here,gome time ago, and who 
was handing her first. public case, 
made an excéjlent. public appear- 
ance. 

She based her claims on grounds 
that the company had issued shares, 
accepting promissory notes in pay- 
ment, in violation of the provisions 
of the China Trade Act. 

“Crusade” Reference Made 

Mr. N. FP. Allman, appearing for 
the defendant, argued that there 
had been no violation of the China 
Trade Act, inasmuch as the shares 
had not been issued, had been sold 
to employees and were being 
held in escrow pending receipt of 
full payment. In opening his argu- 
ment in answer to Miss Smith's 
plea, he said something about the 
China ‘Trade Act registra: 


lectric had done nothing 


‘ wrong, he pcinted out, by issuing 
stock in escrow for promissory 
notes, and produced a number of 
briefs from similar proceedings 
elsewhere to prove his point. He 
further argued that the appoint- 
ment of a trustee would damage 
the business to a considerable ex- 
tent and further claimed that busi- 
ness had already been badly hurt 
by the filing of Miss Smith’s action. 

The testimony of Captain A. R. 
St. Louis. vice-president and man- 
ager of Asia Electric; Mr. Truman 
Johnson, president; Mr. J. A. 
Verner, salesman handling exports 
for the company, and Mr. E. G. 
Whittaker, secretary, who resigned 

was .taken. during the 

Miss ‘Smith - called. 


Miss Smith's action had : anced 
considerable ‘financial. loss to the 
company. ‘Miss: Smith, not exactly 
‘sure that her action has caused 
such losses as described, intimated 
that the sale of the factory pre- 


mises last July had been responsible 
for some losses and called Mr. 
Verner to the stand. The latter said 
that it had caused him some loss 
of business but indicated that he 
desired to continue his contract 
with the company. i 
Mr. Whittaker, however, came in 
for some heavy cross-exemination. 
He had resigned from the company. 
it was brought out, following the 
filing of Miss Smith's action, and 
the letter of resignation he sent 
the company mentioned that a rea- 
son for his leaving the boari of 
directors was because he had not 
been informed of the sale of shares 
for promissory notes. The shares in 
question were produced in court 
and a few were found to contain 
Mr. E. G. Whittaker’s signature. 
Questioned by Mr. Allman, the 
witness admitted that the signature 
was his, but declared that he didn't 
know. that the stock was being sold 
for promissory notes. They had just 
been given him to sign. he pointed 
and were not in the’ share 


Whittaker Questioncd 

Attorney Allman wanted to know 
if the witness had read the annual 
company reports distributed to all 
directors at the annual meetings, 
said reports, the attorney brought 
out, having contained mention of 
the shares sold for promissory 
notes. Mr. Whittuker didn’t know 
whether he had read these -repor.. 
or not. Maybe he had. One was 
shown to him. He admitted having 
seen it but said it was so long ago 
that he didn’t have time to go 
through it all. 

Mr. Allman then caused a bit of 
excited silence in the courtroom 
asked Mr. Whittaker 


was not instigated by him. The wit- 
ness turned pink and denied that 
he had instigated the suit. 

“Is it not a fact that you 
ran to Miss Smith and complained 
about the company?” the attorney 
wanted to know. 

Mr. Whittaker’s voice was hardly 
audible to the press or anyone else 
very far away from the. witness 
Stand. He said something in way 


able to mark out his exact words. 
Denies Wife's Inflsence 


Mrs. Whittaker ete influenced him. 

in complaining about the 

Mr. Whittaker said no: cOmENAT: 
Mr. Truman Johnson, 

of the concern, gave but little 


stockholders. 


% be Miss ‘Smith wanted to know -if he 
had sounded out any -of the ‘stock- |’ 


holders on the question. Mr. John- 
son said he: hadn’t,: but’ reiterated 
that the question of a trustee had 
never come before the directors and 


the directors represented the ma- 


jority of ‘shareholders. 


of denial but reporters -were not |‘ 


Mr. Allman wanted to know: if |) 


presidant 


appointment of a trustee’ was. not |: 
-(desirable by. either’ directors © or |. 
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Hough Burns 
2 Million In 
[A. O. Currency 


Armed Guard On Hand 
As $1, $5, $19 Bills 
Go Up In Smoke 


BLAZE POPS OFF 
BOILER VALVE 


“Made An. Excellent 
“Fire,”? Liquidator 
Declares 


Two million dollars worth of 
banknotes went up in smoke yes- 
-terday afterncon and they were 
nct old, worn-out notes at that. 
In the hands of the wrong people, 
they would have been worth a 
considerable pile of money. They 
were the notes issued by the Amc- 
rican-Oriental Bank, and many of 
them were nice, new and crinkly 
and had never been used. 

Mr. Frank L. Hough, liquidator 
of the bank and other defunct 
Raven concerns, has nursed the 
idea of staging a big bonfire tor 
several days and about 3 o'clock 
yesterday, afternoon, put the idca 
into effect. The banknotes, aii 
nicely bundled in packages of { 
$1,000 each and in denominations 
cf $1, $5, and $10 bills, were load- |} 
ed into a truck owned by the | 
R.C.A.-Victor Company, which Mr. 
| Hough heads here in - China, and \ 


‘swo Hours Kequired 

The blaze was conducted in tne 
presence of Mr. Hough, Mr. Henry 
DeVault, the auditor for the liqut- 
dation, and the armed guard of tne 
Changhait Municipal Police. ‘Lae 
entire process required snout two 
hours. 

With the business of signing 
checks for depositors with accounts 
under $50 local currency or the 


proceeded under armed guard to}! equivalent in foreign currency, still 


the .R.C.A. plant in Yangtszepoo. 
Armed Guard On Hand 
The armed guard was supplicd|: 
by the Shanghai Municipal Police : 
and according to Mr. Hough it was}, 
uite nece’sary to have it along. |: 
Frankly, he stated, he didn’t ie iS 


The banknotes, 


the bank, might have a definite|! 
value to. the man .on the streets|; 


Oriental Banking Corpora’ 
| an, excellent fire,” he sald... 21 


the most important task on tne 
liquidation schedule at present, utc 
business of moving the offices of 
the liquidator from vne America‘i- 
Oriental Bank ‘premises to the 
Dollar Building on Canton Road 
has been delayed several days. It 
is possible that the business ot 
moving may be completed early 
next week. 


: 


“HAL BEST © 


Mr. Hough is still busily engag-|- 


ed in signing checks and the staff 


has not yet compieted making’ 


them all out. More than: 3,000 are 
to’ be mailed out, and.are leaving 


1 petng mailed today, which another. 
i) will find its way to the Post OMice 


iy 
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Cee Against Asia Electric 
Company Postponed Again 


China Trade Act Registrar Appears In U.S. Ceurt 
Unprepared To Prove Charges Of Irregularity 


OCTOBER 


In Stock Issues; Asks For Continuance 


A. Viola Smith, Registrar of the 
China Trade Act, led yesterday to 
a postponement of the preceedings 
instituted in the United States 
Court for China against the Asia. 


| Lack of preparedness of Miss 
t 


Elegizic..Company, in which the | 


Hppeintment of a trustee for the 
Company is sought as a_ pre- 
linsinary step to the revocation of 
the Company's charter for alles- 
ed infringement of the 
Trade Act. 
Miss Smith having stated that 
she was not ready to go inte the 
tfmerits of the ease, Judge Milton 
J, Welmick intimated that he was 
»{not prepared to order the appoint- 
ment or a trustee for the Com- 
pany unless theve were proof of 
the’ allegations embodicd in the 
. complaint, 
i The Registrar's complaint 
i agains: the Company is to the 
effect that it issued 411,400 shares 
of stock to Mr. Truman Johnson, 
President of the Company, to Mr. 


2 other persons, against promissory 
?|notes which have not been paid; 


)that_ these ahetes were . voted ‘at 

‘Meetings 0: e Compan 

although ‘they. had not> Beau paid 
dividends, were paid 


ad filed 
la 


the merits of the case. 

. Atinsny then -intimated that 

@:tm niake a-demurrer to, 

‘onthe ground of 

: Of the $41,400. 
involved in. 


he-said, thus leav- 

balance. on the ‘pro-, 

xtes° of” ‘approximately 

1 Sinuing, counsel” declared 
In: 


United States was clearly not a 
creditor here, and the complaint 


was, therefore. bad in substance. | 


Overruling the demurrer, Judge 


Helmick said it would be to the} 


best interest of all concerned to 
heve the facts of the case aired. 


China | 


Johnson’s wife, and to several f, 


iH autHorities to show 
no ‘offence under the China Trade 


, wiry corporation follows 
Poractice, r. Allman asserted. 


Sg@pointed, and. the ‘tT 
‘should: be confined ‘to . 


‘against full payment. 


jto the complaint 
.10,.so that hearing- might take 


‘undertook to do this, and the case 
As. 


a Trade Act Bo 


Miss Smith Not Keaay 

Miss Smith: I am not ready 
te go into the merits of the case. 
I was under the impression that 
this hearing was merely to en- 
able the defendant company to 
“show cause.” I would, therefore, 
ask for a pestponement for three 
davs. 

Mr. Allman: 
to eo ahead, but if a postpone- 
ment is granted, we want a full 
20 days, from the date service of 
*he complaint was obtained, in 
which to file our full answer. 
The complaint was filed on 
September 23. We should there- 


We arc prepared 


lfcre. be given until October 15. 


Judge Helmick (to Miss Smith): 
Assuming your application for the 
appointment of a trustee _ is 
separated from other parts of the 
complaint, you should have been 
prepared to give evidence this 
mornine cn the facts alleged. I 
don't know what on earth you 
expected to accomplish this morn- 
ing. Have you no proof whatever 
to offer in support of your allega- 
tions? 

Miss Smith repeated that she 
was not ready to go into the 
merits of the case. to which Mr. 


Allman retorted that he either 


| 
_ 
| 


warited the complaint dismissed or 


else to be allowed a full 20 days 


law. 

“J, Denies-Any Offence 
Counsel! said he had ample legal 
that. it was 


Act or.any other law to issue 
shares ‘on the instalment plan, 


fespecially where such shares were |: 
ssued 


| 


Almost 


to. . employees. 
this 


Continuing, counsel declared 
that ‘even if it were held to be 
irtegular to issue shares for other 
than :a cash. consideration, the 
complaint in this case must fail. 

se the shares had not been 
actually issued. They were being 
held -by the Company in escrow 


Judge Helmick asked Mr. All- 
man if he could have his full reply 
filed by October 
y on: October 13. Mr. Allman 


Was ordered continued to October 


in which to reply, as provided by }: 
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China Trade Act Registrar Appears In U.S. Court | 
Unprepared To Prove Charges Of Irregularity | 
In Stock Issues; Asks For Continuance 


Lack of preparedness of Miss Miss Smith Not Keaay 
A. Viola Smith, Registrar of the Miss Smith: TI am not ready 
} 


China Trade Act, led yesterday to |t« go into the merits of the case. 
na postponement of the proceedings |I was under the impression that 
instituted in the United States |this hearing was merely to en- 
Court for China against the Asia |able the defendant company ‘to 
tlectric Company, in which the |“show cause.” I would, therefore, 
dppointment of a trustee for the fask for a postponement for three 
Company is souvht as a pre- |davs. 
liminary step to the revocation of Mr. Allman: We are prepared 
the Company's charter fer alleg-jto go ahead, but if a postpone- 
ed infringement of the China; ment is granted, we want a full 
Trade Act. 20 days, from the date service of 
Miss Smith having stated that {ithe complaint was obtained, in 
she was not ready to go inte the ||} which to file our ful] answer. 
t}merits of the case, Judge Milton) The complaint was filed on 
:|7. Helmick intimated that he was} September 23. We should there- 
»] Not prepared to order the appoint- fl fere. be civen untit October 13. 
nent of a trustee for the Com- Judge Helmick (to Miss Smith): 
pany unless there were proof of || Assuming your application for the 
the allegations embodied in the} appointment of a trustee is 
. complaint, 3 5 separated from other parts of the 
i{ The Registrar's complaint fecomplaint, you should have been 
| against the Company is to thej| prepared to give evidence this 
effect that it issued 41.400 shares { morning on the facts alleged. I 
of stock to Mr. Truman Johnson, {don't know what on earth you 
President of the Company, to Mr. fexpected to accomplish this morn- 
,:dohnson’s wife, and to severalfing. Have you no proof whatever 
other persons, aginst promissory | to offer in support of your allega- 
{jnotes which have not been paid; } tions? 

c Miss Smith. repeated that she 
that these shares were voted at |}was not ready to go into the 
‘meetings of the Company,,{merits of the case. to which Mr. 
although they had not been paid;| Allman retorted that he either 
for; and that dividends were paid || wanted the complaint dismissed or 


res 


upon these shares. | else to be allowed a full 20 days 
Company Not Prejudiced in which to reply, as provided by 
When the Court went into | law. 


* ae before pudie we es ; Denies Any Offence 
elmick yesterday morning, Yr Counsel said he had ample legal 
is ee . . . Low ple lega 
ths dae eee ereared ao8 authorities to show that it was 
te Bi eet ric Sompany, ano ilno offence under the China Trade 


nounced that his clients had filed)!" ‘ x ‘ 3 ; 
an answer to the complaint of, Act or any other law to issue 


; shares on the instalment plan 
the Registrar only because thev especially where such hates Fare 
submitted that the filing of this Siena te employees ‘Almost |. 
answer did | not prejudice the Jevery corporation follows this 
Company's right to file any peti-| practice, Mr. Allman asserted 
tions it might deem necessary, ty Continuing. counsel declared 

Miss Smith said that the rage i 


' 4 Re 
ing was called to provide the de- [ie even if, it were held to be 
th 


fendant company an opportunity [than a cash soneiloration. tee 
to show cause why a trustee »-plaint in this case must fail. 
should not be appointed, and the because the shares had not been 
proceedings should be confined to netually issued They were being 
that aspect of the matter without || heiq by the Company in escrow 
going into the merits of the case. ‘against full payment of 

Mr, Allman then intimated that | “Judge Helmick asked Mr. All- 
he wished to make a demurrer to |) ».an if he could have his full reply ‘ 
the complaint on the ground of |/t the complaint filed by October 
legal insufficiency. Of the $41,400 |1 45 "<5 ‘that hearing: might take 
worth of shares involved in the |{pigce on October 13° Mr Allman 
case, $20,000 worth had already {{ indertook to do this, and the case 


been paid for, he said, thus leav- : 
ing an unpaid balance ‘on the pro- — ordered continued to October 


missory notes of approximately |: 
$21,400. 

Continuing, counsel declared 
that the China Trade Act pro- 
vided, in case of shares not sold 
for cash, only for suits by credi- 
ters for the unpaid balance. The 
United States was clearly not a 


_ rr = 


creditor here, and the complaint : - 
was, therefore. bad in substance. | 

Overruling the demurrer, Judge | 1 . 
Helmiek said it would be to the N 


best interest of all concerned to 
have the facts of the case aired. 


September 30, 1935. Afternoon Translation. 


Sin Wan Pao and other local newspapers :- 


SS SS a 


The Bankruptcy Law promulgated by the National 
Government will be put insec force as from October l. 

The Law consists of 3 chapters and 159 articles. 

There is a separate law of six.Articles 
governing the enforcement of the Bankruptcy ewe 
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Lih Pao of September 28 :- : 
THE KOO TSO HSIEN CASE : THE INTERgST ING EVIDENCE oF A wiTNzss 


Koo Tso Hsien sa ‘wiping the sweat off his brew 
with his hgndkerchief while he“listened attentively to the 
evidence given by the witne 


eCSe 
ei (75)2 A¥ ) gave the following 
evidenoe t- "On June 12% 1933 Wong King Kwei( £*#-#) took 
me to the Yachow Hotel,“ Koo Sz (Koo Tso Hsien) was in & 
roome He handed out“two pistols and said that he would pay 
us each $10,000 as muneration after the deed had been done. 
O. After my arrest I wished to reveal 
ing (an Inspector of the French Police), 
‘Te of Koo Sz, sent one Zee Yu Ning (7E He ) 
m speaking and threatened that if we spoke we 
tured with electricity. Later, when I was being 
e Detention House, I heard that Koo Sz was making 
arrangements and thot there was come hope for 4n 
e For this reason, I did not speak. I do not know 
er or not Wong Hsing Keo($ *<,B) is connected with the 


Shuh Peot- 
THE REORGANIZATION OF THE CHINA REALTY COMPANY. 


The application for reorganization made by the 
Chine. Reelty Compsny, one of the companies of the Raven group, 
to the U.S. Gourt for Chine is intended for the better 
protection of its shrreholders. 

Four or five years 2go0, the shares of the j 
China Realty Gompany were quoted at double their par value. i 
A large number of these shares is held by Chinese ond it is 
to be feered that the holders of shares bought when their 
velue was very high will sustain @ loss after the reorganization 
of the company. 
Furthermore, meny Chinese who desired to register 
their property with the U.S. Consulate had made use of the name 
of the China Heslty Compoeny for this purpose. Will they be 
eble to regain possession of their property efter the 
reorganization? 


Hough Ready 
To Mail Out’ 
Bank Checks 


Liquidator Says He Is 
Fast Developing 
Writer’s’ Cramp 


3.200 PEOPLE TO 
BE PAID TOMORROW 


Offices Will Be Moved 
To Suite In Dollar 
Building 


With only another day to go be- 
fore mailing starts, every availabic 
man and woman in the employ of 
Mr. Frank Hough, liquidator of thc 
Ameri s been 
Busy the past two days making out 
checks that will be paid to de- 
positors of the institution with 
under $50.local currency, or the 
equivalent in foreign currency. on 
deposit. 

Mr. Hough told a Cxutna Press Te- 
porter yesterday that he was deve- 
loping writer's cramp from signing 
so many chesks, but calculated that 
his wrist would probably hold out 
long: enough to get the jab com- 
pleted. There sre more than 3,200 
accounts of less than $50 on the 
books and checks are heing made 
out for most of them. -_ rd 
i It ts ‘dstimated that about one- 
fourth Of; the ‘accounts are very 
small, amounting to a matter of}. 
only a few dollars each... A number 
ere the accounts of people: who 
have left town, forgetting all about 
the few dollars they had left in 
the American-Oriental Bank. The |: 
amount. of: money to be disbursed 
will be approximatcly $42,000, or an |. 
average of about $13 per depositor. 

‘These depositors are being paid’ 
off in full in accordance. -with..an |: 
order issued. four days ago by Judge |; 
Milton - J... Helmick,' of the-, United 
States Court for China, after re- 
ceipt of a petition from Mr. Hough 
asking that he be permitted to pay 
off the small. acepunts.~ : 4 

In his petition, .ths.. -Hquideter. 
stated that full pay te, the 
sn dngitns nae oP or tnt | 
do awa &. 3 OF 

+4 Which “would: be 


wwork, the cost’ of <¥ : 


‘ing’ the payments. 
‘ Mtb-also would. 


$$ 
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Judge Helmick Orders 
Full Payment_Of Small. 
A.-O. Bank. Depositors 


Decision Handed Down Yesterday On Petition By’ 


Liquidator Of Defunct Raven Dank Expected |; 
To Reduce Expense Of Liquidation - 


| 
i F; 


"| 
| 


‘APPROXIMATE TOTAL OF $42,000, CHINESE, 


i CURRENCY, TO BE PAID OUT IMMEDIATELY | 
: Good news for small depositors in the defunct) 
’ American-Oriental Banking Corporat:on, the first since the 

- bank went into liquidation on May 24 of this year, is made 

' possible of announcement by a decision of Judge Milton J.| 
i Helmick, of the U.S. Court for China, authorizing Mr. Frank I. 
| L. Hough, the Liquidator, to pay in full all checking, savings| 
'and fixed deposit accounts with the bank which, with: 
accrued inferest thereon, are not in excess of the following | 


[suas . 4 ek Doll. 40 
Shanghai Dellars . . . 50 Hongkong ‘Dollars ." "003 7 
Tientcin DeHarn . . - 50 | Frances s. 538.) ts 300 ! 

U.S. Dolicrs . . . - 20 A petition, seeking authority to j 
Yen. eS ee en te es, S80 inake such payments, was submit- } 
Pounds . +. + + + - # ted by Mr. Hough to the Judge 

Ra aera yesterday afternoon and immedi- |: 
ately granted by the latter. ! 

In this petition, Mr. - Hough! 

stated that the total number of! 

checking, savings and fixed de-!. 

posit accounts in all currencies 
appearing upon the records of the 
bank, in the Shanghai and Tientsin 

branches, is approximately 8,226 

accounts totalling $6,728,559.19. It 

is further stated that the number 
of such accounts ‘which do_ not} 
exceed the amounts specified above 
is approximately 3,273, and that 
to pay these 3,273 accounts in full 
the Liquidator will be required to 
disburse approximately $42,000, 

Chinese currency. j 
: $625,000 In Hand | 
Of the monies already collected 

for the bank, Mr. Hough’s petition 

continues, there is now a_ cash 

-alance of approximately $625,000, 

Shanghai - currency, and the 

Liquidator believes that before the 

liquidation is completed a consider- 

ably larger sum will be available 
for distribution to the depositors 
and creditors: of the bank. 

The petition then goes on to 
state that the work and expense 
of liquidation would be consider- 
ably reduced if the aforesaid 3,273 
accounts are immediately paid in 
full; that the cost of such payment |: 
in full is relatively smail as com- 
pared with the total amount which 
will be available for payment to 
depositors and creditors’ of the 
bank; and that, although other 
depositors and creditors of ‘the 
bank do not receive payment ‘n| 
full, the saving in the expense of 
liquidation will, in the opinion of 
the Liquidator, approximately off- 
set the excess prid to the 3,273 
depositors if those depositors arc 

paid in full. -* 
Finally, the Liquidator asked 
that interest on the 3,278 accounts |, 
{shall not be paid beyond the date 
{to which interest has already been‘ 
‘|acerued upon the books and records 
of the bank, with the proviso that: 
|\no depositots who are indebted to} - 
‘the benk be’ paid until ithey have 
liquidated their indebtedness to 
‘the bank. 
| Judge _Helmick’s order grants 
oH ‘|the Liquidator’s petition, with the: 
- & provisos as -stated, and it is ex- 
ae pected that payment of the small 
cQo {depositors will commence immedi- 
t ‘ ately. ea ! 
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‘Delays Chase 
Bank Case 


iKwei Chow Action May 
' Be Settled Ont 
; Of Court 


Action of Mr. Kuei Chow against 
the Chase Bank and Mr. Frank lL. 


‘Judge Helmick 


1 
« 


Hough, liouidator of the American=t, 


: Quiental_Finence Comnanye for the 
| Fecovery of securities worth appro- | 
ximately $20,009, will in all prob-}| 
; ability be settled out of court, it | 
jwas learned yesterday. 

The action was scheduled to have | 
ben brought before Judge Miltzn 
J. Helmick in the United States! 
jours for China yesterday gee 
but the matter was held over until 
next Wecuesday pending an ad-i 
'sustment between the parties con- | 
cerned. \ 

Mr. Kuel Chow. jn his bill of| 
complaint, stated that he was a cus- 
tomer of the American-Oriental 
Finance Company, operating through 
them en the New York cotton and 
Lendon rubber markets. He de- 
clares that on September 13. 1934. 
bheplaced 2.970: shares of Lanchow 
Mining Stock, worth approximatelv 
$20,000, with the AOOF.C. as col- 
lateral. hah 

He further maintains that the 
| Stocks are his sole property and that 
his account with the A.O.F.C. has 
been paid in full. He also stated 
that the stocks had never been 
Pledged with the A.OF.C. 

The American-Oriental Finance 
Company, it developed, had pledged 
the stock with the Chase Bank es 
collateral for a loan of U.9.$16,U00, 
the complaint stated. Mr. Kuel 
Chow is suing for the return of the 
‘Istock as well as a temporary in- 
,|Junction preventing the Chase Bank 
from disposing of it in order tc 
satisfy their loan. 

Mr. Kuet Chow states that he first 
learned that. his stock had been 
hypothecated when he called on Mr. 


t 


Hough in July. The Uquidator told}. 


him that former officials of the 
.|company had pledged it, adding 
that the Chase Bank could sell the 
sitcck at any time it wished to do 
.|So. Mr. Kuei Chow stated that Mr. 
A. E. Schumacher, manager of the 
Chase Bank, told him the same 
thing, hence his bringing the matter 
into court. 


It is understood that an adjust- 
ment outside of court is now pos- 
‘|sible, the Chase Bank having sold 
other securities which had been 
Pledged to it to cover the loan, and 

the stock owned. by Mr. Kuei Chow 
{is not required: ; In,that event, the 

stocks. will in ‘all ‘probability be 
handed over to Mr. Hough for return 
to Mr. Kuel Chow. : 


i CE et rs A ee ee le PR aS Ai oa ne ah 


Aas Doe 


SABUTr NaH an 


_. THE GHINA PRESS, FRIDAY, SEPTEMBER 20, 1935 


- 


THE SHANGHAT TIMES. FRIDAY. SEPTEMBER 20, 1935 


CHINESE SUES CHASE 
BANK FOR SHARES 


A.-O.F.C. Liquidator ls 
Named Co-Defendant 
In U.S. Court 


An action in the United States 
Court for China brought by a Chin. 
ese named Kuei Chow against the 
Chase Bank, as first defendant, and 
Mr. Frank L. Hough, Liquidator of 
the American-Oriental Finance 
Corporation, as second defendant, 
for the return of certain mining 
shares valued at approximately 
U.S. $16,000 was postponed for one 
week when called for hearing yes- 
terday. 

According to the complaint filed 
by the plaintiff, the shares in ques- 
tion were deposited with the 
American-Oriental Finance Cor- 
peration in connection with certain 
foreign stock market transactions 
and pledged by the latter with the 
Chase Bank. 

Plaintiff alleges that he is not 
indebted to the. A.-O.F.C. and 
that the shares are therefore his 
rightful property. He is repre- 
sented inthe present actions by Dr. 
H. C. Mei, while Mr. GC. S. Franklir 
and Dr. George Sellett appear. 
respectively, for the Chase Bank 
and the Liquidator of the A.-O.F.C. 


—-— 
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September 19, 1935. ‘ Morning Translations 


Shanghai Morning Pest and other local newspaperss 
THE CLOSING OF THE AMERICAN-ORIENTAL BANKING CORFORATION 


Chinese depositors have sustained heavy 
losses through the failure of the American-Oriental 
Banking Corporation, the American-Oriental Finance 
Corporation end the Raven Trust Company. According to 
an investigation, Chinese deposits jn the bank total 


$2,300,000. 

In order to protect the interests of Chinese 
creditors in these three concerns, the Ministry of 
Finence of the National Government has appointed lawyer 
Hueng Tsoong Shiung (HE) to participate, on behalf 
of Chinese depositors, in the liquidation of the three 


concernse : 
It is lrarned that the Chinese creditors 


of the three concerns will hold a meeting in a few dayse 


Sin Wan Pao and other local newspaperss 
CLOSING OF A PAWNSHOP 


On September 18, the Yui Shing Pawnshop (G#'3), 
Certer Road, went into liquidation. 

; The pawnshop had a capital of $30,000, mt 
2 owing to trade depression, the whole amount has been 1 
Ling Zung Tse GEE 2 ) is the Menager of the shop, 
Lawyer Chen Ping Sin (J®&uAt ), acting 
behalf of the pawnshop, has issued the following y 
"owing to trade depression, this pats 
hes suspended business. Creditors sre herebygMotified 
to call at my office within 14 days bringinggProofs of ! 
their claims. Debtors should settle theig/ accounts : 
in the same periode i 
“Pewned articles, the perigff’ of xedemption 
of which hes not yet expired, must vg#redeemed at short ‘ j 

notice*, ff : 


og 


Shanghai Morning Post and other #6cal newWspaperss 


a2 f 
Tangpu held e brief ceremony at “sy 


\ , 
9 &eMe yesterda pin observance of the anniversarye fN 
wal Chinese broadcasting stations suspended 
operations tHe whole daye Chinese official organizations, 


Public bod#és, schools and factories carried on as usual. 


E 
P&P ANESE MARINES TO HOLD MANQEUVRES THIS MORNING 


at 
x From 2 aem. to-day, the Japanese Lending 
* Force will hold manoeuvres at Yangtszepoo and vicinity. 
A The prectice will end at daybreake 


we 


CHINESE INTERESTS IN 
A.-O. BANK 


Chinese interests in the form of 
deposits, stock, etc., in the closed 
American Oriental finance and bank- 


:Jing corporations are valued at 


$6,000,000, according to information 


‘}obtained by Mr. Huang Tsung-shun, 


a lawyer who has been appointed by 
the Ministry of Finance to look after 
the Chinese interests in the liquida- 
tion of the corporations. There are 
approximately 1,000 Chinese credi- 
tors, and it is reported that a cred 
tors’ association will be organized. 


oe LETT 
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September 16, 1935. Morning trarsiettone 


THE FAILURE OF THE AMBRICAN-ORIENTAL BANK: THE INTERESTS 
OF CHINESE CREDITORS 

The closure of the American-Oriental 
Bank, the American-Oriental Finance Corporation and the 
Asia Realty Company has seriously affected the interests 
of Chinese depositors. 

In view of the huge amount of cash 
and securities ceposited with these concerns (estimated 
at over $6,000,000) and with a view to protesting the 
interests of Chinese, the Ministry of Finance has 
appointed Wang Chung Hing (4 9 Bi), a lawyers, to participate 
in the liquidation of these three concerns Ras the represent- 
tative of the Chinese depositors and creditors. He has 
been instructed to report on the progress of the liaguidation 


from time to time. 
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CHINESE INTEREST 
IN A.-O. BANK 


Delegate Appointed By 
Government To Take 
Part In Process 

An important step was taken 
yesterday by the Ministry of 
Finance for the purpose of protect- 
ing Chinese interests in the closed 


¢ American-Oriental. ng Cor- 
yeration, when Mr. Huang Chung: 


shwan, 2 Chinese lawyer, was 

t ‘uppointed by the Ministry to 
watch the liquidation of the bank 
and was ordered to <ubmit re- 
ports to the government for 
reference. 

Chinese reports stated last 
night that the closed bank_had|, 
tied up the savings of 780 Chin- 
ese customers, with _ sums _ total- 
ling $2,300,000. Besides this, 
many Chinese were said to have 
deposited their muney, bonds and 
other valuables with the affiliated 
concerns -of the defunct institu- 
tion and their total interest was 
Cia at more than $2,000,- 
000. 


—a 


| \Liquidators Of 
iIRaven Interests 


‘Plan Toe Move 

Will Shift Offices Tc 

i 32.f Floor Of Dollar 
Building 


JFFERS MADE FO 
BANK PROPERTY 


Au:litor Is Completing 
Asia Realty, Raven 
Trust Reports 


i 
{ 
i 


| Cost of liquidating the Americaa- 
Qi iental .. the American> 
: Sricntal Finance Corporation and 


ithe Raven Trust Company, “he 
' hree defunct concerns of the 
{ touse of Raven, will be consider- 


rkly reduced commencing the firs: 
of October when the offices of M: 
Frank L. Hough, the liquidator 
re moved to the Dollar Buildin: 
wm Cant:n Road a Cinna Press 
‘eperter learned yesterday. 

Mr. Hough has engaged a suitc 
of cfifices of four rooms on th 
shird floor of the building and ha: 
:aken an option om more space i 
‘equired. All essential members 0 
she present staff will ke retained 
‘t is understood, and since mos: 
of the work of lHguidating ha’ 
deve2loped into gencral routine, i! 
's felt that there will be no neev 
for taking up the option on addi- 
tional nee. 

Meving ‘fo Be Easy Job 

The job of moving will not b- 
an exccedingly difficull one since 
mo:t of the furniture and officr 
Jaquipment owned by the three 
cankrupt concerns has been solc 
dy private sale, and only bare 
necessities have been retained 
There cre still a few typewriter: 
wn hand. and an adding machine 
or two, but for the most part, al) 
she equipment except that which 
‘s needed 
‘iquidation has been sold. 

It is further understood that 
nost of the members of the Haui- 
dator’s staff, now on the job, wil’ 
be retained for another month or 
two since the work of preparinr 
inal reports on the positions o/ 
the three companies will not.. be 
completed before the first part of 
November. 

In the meantime,’ 
liauidator 


however, 


| offérs °* have: béen “receiv 
|| understood, 


under consideration. 


BATM.ip 


cs 


in the actual work 0° 1 


the: 
is negotiating for the: 
sale of: the bank property. Severak 


ed? 
and these oe pm | 
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: One Satisfactory Offer Made 

One bidding firm, a local real 
estate concern, 
factory offer and should it obtsin 
possession of the property, it plans 
to demolish the present building 
and erect a iarse office structure 
on the site. A large London con- 
cern also was reportea to nave been 
angling for the property with the 
idea of remodeling the present 
building, but it was reported yes- 
terday that this deal had fallen 
through. 


Vault, auditor assisting Mr. Hough 
with the liquidation, is busy com- 
pleting his reports on the Asis 
Realty Company and the Raven 
Trust Company and it is understood 
that these will be ready for pub- 
lication in a few days. 

While no definite information 
has been released concerning these 
reports, it is understocd that they 
are not exactly favorable. 
being submitted to the press, they 
will be taken before Judge Milton 
J. Helmick, of the United States 
Court for China, and that will pro- 
bably be done the early part of 
|this week. 

For the purpose of safeguarding 
Chinese financial interests, the 
Ministry of Finance has appointed 
Mr. Huang Tsung-hsun, attorney- 
:|at-law, to watch the liquidation of 
‘'the American-Oriental Finance 
;| Corporation and. the American 

Banking Corporation, it was re- 
‘jvealed yesterday. 

It was estimated that more than 
700 Chinese are owed money by the 
two banks to the amount of about 
$2,300,000 at the time of their 
closure, in current deposits and 
' American stocks and shares, it was 
declared. 


” 


2O01w. 


er 


has made a satis-: 


In the meantime, Mr. Henry De- | 


Before} 
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{CHARGES AGAINST | 
A.-O. OFFICERS} 

i 

, 


Further Particulars Wanted 
| of Alleged Conversion 


The hearing of charges of em 
bezzlement against Mr, Frank J. 
Raven, Mr. John Warner Brown, an 
Mr. Albert Hamilton. Driscoll, former 


officers of “the, ieee aR: 


October 29 by Judge Miiton 5. Hel- 
imick in the U. S. Court for China 
‘yesterday afternoon. All the charges, 
‘filed by the District Attorney, Mr. 
Felthan Watson, state that the de- 
fendants received stock from clienis 
for safe keeping, and that they con- 
verted the stocks placed in their care 
jto their own use. 

i Declaring that the case is not a 
ordinary one, Mr. R. T. Evans 
attorney for the first defendant, aske 
for various dates and the manner o 
the alleged conversion. Mr, W. B. 
Harrington, who appeared for Mr. 
Driscoll, also asked for additional 
information of the alleged conversion, 
stating that it was of great import-} 
ance that particulars of the dates of 
the alleged offence should be given 
together with the information as to 
whom the stocks were alleged to 
have been entrusted. Judge Helmick 
ruled thst further particulars con- 
cerning the charges be given five 
days before the date of trial. 

Since Mr. J. Warner Brown had not 
yet obtained counsel, no similar 
motion was made in the Court 
yesterday on his behalf. j 


WEDNESDAY, SEPTEMBER 11, 
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Raven And Associates 
To Be Tried In U. S. 
Court On October 29 


Date Of Hearing On Embezzlement Charges Set By ; 
Judge Helmick Yesterday; District Attorney i 
To Furnish Precise Dates To Defence 


COURT ANNOUNCES OCTOBER 15, DATE FOR 
COMMENCEMENT OF CIVIL HEARINGS 


Mr. Frank J. Raven, Mr. J. Warner Brown and Mr. 
Alfred H. Driscoll, President, Vice-President and Secretary- 
Treasurer, respectively, of the defunct American-Oriental 
Finance Corporation, will be tried on October 29 in the 
United States Court for China on the 15 charges of 
embezzlement brought against them by the U.S. District 
Attorney, it was announced by Judge Milton J. Helmick 
yesterday. This date was set at the first session of the 
Court to be held in several weeks, simultaneous announce- 
ment being made that hearings in the numerous civil actions 
brought against Mr. Frank J. Raven by_ the Liquidator of 
the American-Oriental Banking Corporation. the American- 
Oriental Finance Corporation and the Raven Trust Com- 


Lente mmm wae oe 


pany, will commence on October 15, two weeks earlier. 


The Court gave consideration 
esterday to motions filed on_be- 
half of Messrs. Raven and_Dris- 
coll, asking that the District 
Attorney be required to furnish, 
in addition to information already, | 
on file, a Bill of Particulars set~- 
ting forth the precise dates on 
which the alleged embezzlement of 
stocks, held in trust for custom- 
ers by the A.-O.F.C., took place, 
and also the precise manner in 
which the alleged embezzlement 
was carried out. 

Mr. W. B._ Harrington, who 
appeared for Mr. Driscoll, said 
that according to law the grant- 
ing of a motion for the furnish- 
ing of a Bill of Particulars rested 
entirely within the Court’s discre- 
tion. e asked the Court, how- 
ever, to exercise its discretion in 
favour of Mr. Driscoll and order 
the District Attorney to specif, 
his charges in greater detail. 
Otherwise, he contended, the de- 
fence would be seriously embar- 
rassed. 

Case Of Mr. Driscoll 

“Exact dates of the alleged; 
wrongful conversion | 
should be set out in each of the 
15 counts,” Mr. Harrington con- 
tended. He went on to state that. 
this was particularly important) 
since Mr. Driscoll, who _ was! 
charged in his capacity as Secre- 


tary and Treasurer of the Amer- 
ican-Oriental Finance Corporation, 
had in fact ceased to be the 
Treasurer on January 1, 1935, 
while some of the allegations of 
the District Attorney related to 
subsequent dates, j 

Appearing for Mr. Frank J. 
Raven, Attorney Richard “ws 
Evans of Tientsin said he asso- 
ciated himself with Mr. Harring- 
ton’s remarks, adding that there 
;was no dispute as to the allega- 
ition that Mr. Raven was an officer 
jof the A.-O.F.C. at the various 
;times when the alleged wrongful 
acts were done, Nevertheless, he 
felt that in fairness to his client 
the fullest possible information 
should be furnished to the defence 
by the District Attorney. 

Judge Helmick said he felt that 
the information which had been |; 
filed against the accused was per- 
fectly clear. In the case of Mr. 
Driscoll, however, he thought there 
was some justification for the re- j! 
quest for further particulars to]. 
enable the defence properly to 
Prepare its case. : 


{ment of Justice 


‘mick, with 
‘] Brown was set at liberty on his 


Dates To Be Given 

He asked the District Attorney 
if he would undertake to furnish 
the defence with the precise dates 
asked for five days in advance of 
the trial. The District Attorney 
agreed and Messrs. 
and Evans expressed themselves 
as satisfied with this arrange- 
ment. 

No application for the further 
particulars was made yesterday by 
Mr. J. Warner Brown, the third 
defendant in the embezzlement 
case. As far as is known, he has 
pee yet engaged counsel to defend 

im. 

The trial of the three officials 
of the American-Oriental Finance 
Corporation is expected to prove 
one of the most sensational in the 
annals of the United States Court 
for China. It was the bankrunt- 
cy of this concern and its two affil- 
iates — the American-Oriental 
Bankine Corporation and Raven 
Trust Comnany—which led to the 
extensive investigation on which 
the present charges of embezzle- 
ment are based. 

In the information filed against 
the defendants, the charge, con- 
sisting of 15 separate counts, 
alleges that they “wilfully, un- 
lawfully, fraudulently and feloni- 
ously embezzled and converted to 
their own use” various securities 
entrusted to the American-Orient- 
al Finance Corporation for safe- 
keeping, the amount involved be- 
ing in excess of U.S.$62.000. 

Arrested August 31 

Mr. Raven and Mr. Driscoll 
were arrested here on August 31 
and released the same day on 
bond after a brief period spent in 
the Amoy Road Gaol. Bond for 
Mr. Raven was set by Judge 
Helmick at _U.S.$10,000, while 
that of Mr. Driscoll was set -to 
U.S.$5,000. Mr. J. Warner_Brown 
was arrested in — yhees oe 
was engaged in winding .up the 
affairs of the Manila branch of 
the A.-O.F.C., and brought to 
Shanghai on Monday in the cus- 


\jtody of the captain of the s.s. 


President Hoover. Meanwhile, a 
bond for U.S.$10,000 was_ posted 
for Mr. Brown with the Depart- 
in Washington 
and approved here by Judge Hel- 
the result that Mr. 


arrival here. 


‘|L. Hough, 


Harrington |: 


Civil suits filed against Mr. 
Raven and’ some of his relatives 
since the Liquidator, Mr. Frank 
took charge of the 
bankrupt Raven enterprises last 
June, call for the reimbursement 


[by the defendants of sums _ total- 


ling approximately Sh.$1,500,000, 
exclusive of interest. Hearings in 
these suits is being held in ad- 
vance of the criminal prosecution, 
and it is considered likely that 
some of the evidence given in the 
former will be made use of in the 
latter. 
| Those Honoraria 
'_ Among the items for which the 
Liquidator is_ seeking _judgment 
against Mr. Frank J. Raven are 
three sums of Tis. 135,000 each, 
voted to Mr. Raven and received 
by him in January, 1932 from the 
American-Oriental Banking Cor- 
Finance Corporation and the Asia 
Realty Company as honoraria for 
services rendered. The Liquida- 
.tor alleges that these sums_ were 
wrongfully received by Mr. Raven 
at a time when all three concerns 
voting them were allegedly bank- 
{zupt. R 

udgment is also asked for U.S. 
$118,000 stated to be owing “by 
Mr. Raven to the A.-O.F.C. on 
accounts opened and continued in 
his name to enable him to bal 4 
and sell stocks on the New Yor 
Stock Exchange. Other claims 
represent unpaid promissory 
potes and unliquidated overdraft 


jances, 

In addition to the bond of U.S. 
$10,000 which he was required to 
post in the criminal action which 
is to be heard on October 29, Mr. 


{Raven is under bond of U.S.$20,-|' 
000 not to leave the Republic of |‘ 
China without the express per-!: 


mission of the U.S. Court. 
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WATCH KEPT ON MR. + ef ee 
WARNER BROWN ___ 4 


pre 


Arrest Warrant Not Served 
on Former A.O.F.C. Officer 


Nothing further has been card by 
the U.S. Court for China regarding 
Mr. J3.. Warner Brown, vice-president? 
of the American-Oriental Finance 
Corp. in liquidation, who is at pre- 
sent in Manila, and against whom, 
im company with Messrs. Frank J. 
Raven and A. H. Driscoll, fifteen 
charges of embezzlement, totalling 
U.S.$62.679.51 were gi on Saturday 
by the U.S. Distri Attorney, Mr. 
Felthan Watson. 


A United Press message yesterday 
stated:— 


“Perraission to return to Shanghai- 
in custo@y of the Captain of the ss. 
President Hoover is sought by Mr. 
J. Warner Brown, former official of% 
the eefunct American-Oriental? 
Finance Corporation. Mr. Brown to- 
day sent a radio message to his 
attorney. asking him to request per-* 
mission of the United States Court, 
for China in the matter. Mr. Brown, 
named as one of the defendants im 
€ embezziement charges filed with th 
court at Shanghai, has not yet bee! 
arrested, although the documents fot, 
his arrest were prepared early yes#, 
terday.” 

Although documents for his arres i 
have been drawn up, they have no& 
been served on Mr. Warner Brown, 
but should there be any _ indicatiorr 
that he will not carry out his stated. 
intention of coming up to Snanghaf 
on the President Hoover, he will be 
arrested by the Philippine authoritieg 
and the local court notified. In this 
event, it will be necessary for « 
Deputy Marshal to proceed to Manila 
and accompany him back. Under 
American law, he can be held for: 
ninety days, at the end of which 
time, should no Deputy Marshal ar+ 
rive from Shanghai to take him in: 
charge, the authorities would have no, 
recourse but to turn him loose. * 

Both Mr. Raven and Mr. Driscol 
have been released on bail of U.S.$1U,- 
000 and U.S.$5,000 respectively. Judgg 
Milton J. Helmick, when the charges: 
of embezzlement were filed, fixed! 
Mr, Warner Brown’s bail at U.S.$10,-| 
}000, but as he has not yet been ars, 
rested or the warrant served on hins;' 
he has not put up any money as! 
security. Further news from ° the 
Philippine authorities is expected 
shortly. ‘ 
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J. WARNER BROWN 
OF A.0. FINANCE 
CORP. IN CUSTODY 


Unable to Arrange for Bail : 


of 20,000 Pesos 2 
COMING TO SHANGHAI : 
FOR TRIAL i 

Manila, Sept. 4. N 


Mr. ‘J. Warner Brown, vice-presiZ 
dent and director of the Americans 
Oriental Finance Corporation, whq 
was arrested yesterday afternoon © 
a warrant issued in the mornin: 
spent the rest of the day in the com: 
pany of his attorney, Mr. Georg: 
Harvey, searching for bail of 20,00: 
pesos. Unable to find it up to 
fate hour, he spent the night in the 
custody of the secret police, whb; 
ave arranged for him to go to} 
hanghai in the Dollar liner Presl-, 
ent Hoover, which sails this after-j 
oon. BE 
Mr. Brown visited town this morn-$ 
ing, in the nominal custody of a 
detective, to attend to personal busi-; 
ness. During the voyage to Shang-4 
hai, he will be in the custody of: 
Capt. Anderson, of the President 
Hoover, ‘who will act as a Unite 
States deputy marshal for the pur 
pose. 


tain of the President Hoover-~} 
Reuter. Pe 


oo 
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_ Embezzlement Charges 
In U.S. Court Against “ 
A.-O.F.C. Management — 


a cee acide lal ES, 


' Messrs. F. J. Raven, J. W. Brown And A.H. Driscoll 


Named; 15 Counts Charge Misappropriation 
Of Stocks Valued At Over U.S.$62,754 


Two Bonds Here Are Immediately Met 


| PeIPTSEN CHARGES of embezzlement were made today against 
the Messrs. Frank Jay Raven, John Warner Brown and 
Alfred Hamilton Driscoll, in their capacities as officers of the 
| American-Oriental Finance Corporation, in an information filed 
|with the U. S. Court for China by U. S. District Attorney 
| Feithan Watson. 
\ Cash bait was set by Judge Milton J. Helmick in the 
lamounts of U.S.$10,000 for Mr. Raven, U.S.$10,000 for Mr. Brown, 
'and U.S.$5000 for Mr. Driscoll. 
i Both Mr. Raven and Mr. Driscoll appearid at the U.S. Court 
| before noon in response to notifications. Mr. Julius Kieffel, 
| who was vice-president and manager of the American-Criental 
Banking Corporation, appeared with Mrs. Kleffel and bail was 
| posted by Mrs. Kleffel on behalf of Mr. Driscoll. 
\ DECISION AWAITED - 
! This had to go before Judge Helmick for approval, however. 
and shortly after noon Mr. Raven and Mr. Driscoll were taken 
to the Amoy Road jail for lunch, 
special instructions being given by 
U.S. Marshal Edward L. Saupe that Raven Trust Co. 
they were to have freest access to 


communications. Meanwhile, M-. 
and Mrs. Kieffel went upstairs to ! Statement Issued 
Judge Helmick’s apartment to await 


this decision on the =Driscoll bond. 2 ae as 
| ciueae. Heimiok” approved | the Three Million And Half 


= ame 
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present are at work on an analysis 


EMBEZZLEMENT CHARGES| 
OVER A.O.F.C. AFFAIRS 


Mr. F. J. Raven and Mr. A. H. Driscoll Held on Bail: 
Complaint Laid Against Mr. J. Warner Brown 


FIFTEEN COUNTS INVOLVING U.S. $62,679 


Alleged Conversion of Stocks Deposited by Clients 
for Safe Keeping 


IFTEEN charges of embezzlement. totalling U.S. $62,679.51, 
were filed yesterday by the District Attorney, -Mr. Felthan 
Watson, in the U.S. Court for China, against Mr. Frank J. Raven, 
Mr. John Warner Brown, and Mr. Albert Hamilton Driscoll, former 
officers of the American-Oriental Finance Corporation. Tt was the 
first official action of the United States Government in connection 
with the affairs of the American-Oriental Finance Corporation, and 
other organizations, which suspended business on May 24, this 
year. All the charges state that the defendants received stock from 
clients for safe keeping, and that they converted the stocks placed 
in their care to their own use. 


Bail for Mr. Raven and Mr. Brown, who is now in Manila, 
was set by Judge Milton J. Helmick at U.S. $10,000, and that for 
Mr. Driscoll at U.S. $5,000. ? 


Mr. Raven arrived in the U.S. Con- 
sulate in response to a telephone call 
from the U.S. Marshal, Mr. Edward 
Faupel, shortly before noon. He 
was unescorted, coming from his 
home entirely of his own free will. 
He was taken to the Amoy Road 
gaol, us 2 formality, until his bail 
could be arranged. This was done 
by his bother, Mr. C, H. Raven, who 
wrote out a cashier’s cheque for U.S. 
$10,000 on the Chase National Bank. | 
Immediately upon receipt of the 
cheque, Mr. Faupel instructed the 
gaol officials to release Mr. Raven. 

Mr. Driscoll's bail was put up by 
Mrs. Julius C. Kleffel, wife of the 


NOTHING TOGO 
TO STOCKHOLDERS 
OF RAVEN TRUST: 


7 Per Cent. Available for 
Unsecured Creditors 


, 


ASSETS AND LIABILITIES 
SHOWN BY AUDITOR 


The estimated shrinkage in values: 
and the estimated amount that may: 
be realized for the benefit of thes 
creditors is shown in a balance-shee't 
prepared by Mr. H. S. De Vault, 
certified public accountant, for Mr. 
Frank Hough, liquidator of the: 
Raven Trust Co., yesterday. The: 
balance sheet shows the assets andl 
liabilities of the Raven Trust Co. on 
May 23, this year, the last day the 
company was open for business. Mr}. 
Hough took over as liquidator for: 
the firm on June 4. Pe 

The principal item of assets, name-- 
ly, investments in stocks, is expected 
to’ realize $150,000, or approximately: 
3% per cent. of the book values. 
About 85 per cent. of these invest-. 
ments are in stocks of associated ant: 
affiliated companies. Cat Uta RS 

“The statement of the Jiabilities?* 
said Mr. Hough, “includes all known, 
obligations. It may be that there arei 
some claims which were not on'| 
record, but, if. so, the amounts are, 
not believed to be material.” 

The balance sheet shows that there 
may be realized approximately $300,-! 
000, less the cast of liquidation, which. 
will be available for creditors. This 
amount is about 7 per cent. of the 
total unsecured creditors’ claims. As 
indicated by the statement, there 
will be nothing available for the 
stockholders. 

Mr. De Vault and his staff at 


Mr. F. J. Raven ares 


ee 


former vice-president and .-manager 
of the American-Oriental Banking} 
Corporation. She posted her home as 
security. It was necessary first for 
Judge Helmick to approve the secur: 
ity. In the meantime, Mr. Driscoll 
also was taken to he gaol, with Mr. 
Raven. He was vreleased . shortly, 
when Judge Helmick ‘approved the 
security- & 


of the operations of the Raven Trust 
Co, from the beginning of its exist- 
ence, and Mr. Hough stated -yester: 
day that he hopes within a short 
time 1o be able to present a full 
report on all transactions of the 
company. ea 
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Assets 
Estimated 
Book Estimated Realizable 
Value Shrinkage Value 
$ $ $ 
Investments, 
Stocks 4,017,632.12 5,865.600.67 152,031.45 
Loans Receiv- 
able 307,077.81 19,578.00 
Due from Trust 
Estates 252,447.86 
Real Estate 90 315.25 
Sundry Deb- 
tors 11,948.68 
Furniture, Fixtures, 
Library, Motor 
Car, ete. 40,781.95 
Publie Utility 
Deposits 


287,498.81 


124,655.83 
21,813.68 


227,792.03 
68,501.57 


14,948.63 


493,281.95 3,500.00 


200.00 


200.00 


Total book 
value  $4,829,403.62 


Total estimated 


shrinkage $4,507,823.66 


Total estimated realizable i: 
value $321,579.96 
Less Prior and Specifically 
Earned Claims (per contra): 
Motrfage payable $18,166.29 
Wages 3,242.50 
Estimated Amount Available 
for Unsecured Creditors and 
10 Defray Expenses of 
Liquidation $300,151.17 
Fstimated Deficiency or Loss 
to Unsecured Creditors 3,267,439.71 


$3,567,590.88 


21,428.79 | 


Total of Unsecured Claims 


Liabilities 
Per 
Baoks 
$s 


Unsecured 
Creditors 
¥ 


aim Covered by 
Specific Lien— 
Mortgage on Real 
Estate (per con- 
tra deducted from 
real estate) 18,186.29 

Claim Glven Prior- 
ity by Law, Wages 3,242.50 

Fixed Trust Certl- 


ficates 2,222,599.07 2,222,599.05 
T.oans Payable: — 
A.-O. Bank 128,183.90 128,183.9¢ 
A.-O. Finance 
Corp 130,511.61 130,511.61 
Asia Realty Co. 62,928.31 62,928.34 
Underwriters Savings } 
Bank 15,709.97 15,709.9% 
American-Oriental Bank:— ; 
Overdraft 681,915.69 681,915.60 
Exchange con- fi 
tracts 211,251.90 = 111,251.39 
A. O. Finance Corp. i 


Marginal trading t 
20,076.30 20,076.30 


account 

New York stocks 

account 29,870.74 29,670.78 

Exchange con- 7 

tracts 81,384.26 81,394. 
Due to Trust Estates 68,766.18  68,766.2 
Sundry Creditors 14,583.55 
Nett Worth (capital 

stock less deficit) 1,240,383.95 . 


Total per Books $4,829.403.62 


Total of Unsecured Claims $3,567,590.88. 
. —_———-! 


eT 
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Mr. Brown Not Served 


My. Brown, in Manila, according 
to a United Press despatch, stated 
yesterday that the charges filed 
against him had not yet been served 
and he declined to make any com- 
Ment on the matter. The Manila 
branch of the American-Oriental 
Finance Corporation recently partial- 
ly paid its creditors, and hopes that 
ali can he paid off if the Manila 
branch is separated from the other 
branches of the Corporation. Whe- 
ther or not it can be is now being 
decided by the Courts in Manila. 

It will be necessary for the U.S. 
Court to send a marshal to Manila 
to bring Mr. Brown to Shanghai. 
Mr. Faupel yesterday morning cabled 
to Governor Frank Murphy about the 
developments here, and stated that a 


» Mr. 3. Warner Brown 


man would be sent to Manila formally 


to- serve the warrant uvon Mr. 
Brown. 

A United: Press message’ from 
Manila, yesterday, stated: —“Inasmuch 
as the: Secret Service has not re- 
ceived any request to detain Mr. 
John Warner Brown, there will 


probably be no action taken against 
him during the ‘weekend.” 


Mr. Raven-and Mr. Driscoll will 
be given a preliminary hearing by! 
the Acting Commissioner, -Mr. Wil-' 
liam T.. Collins, next week. The 
penalty for embezzlement in this caége° 
is ten years in the Federal Prison on 
MecNeill’s Island, near Seattle, or 
U.S. $1,000, or both. 


Details of Charges 


The largest: of the fifteen charges 
is for U.S. $50,000, this stating that 
on or about November 17, 1934, Mr. 


L. Bassett brought to the American-. - 


: Oriental Finance Corporation for safe 


lb fle 


keeping 400 shares of American Tele-' 


phone & Telegraph and 100 shares o! 
Western Unicn Telegraph Co. The 
charge gccs cn to state that, from 
‘November, 1934, until May 27. this 
year, the defendants used the shares 
for their own benefit, and that, when 
the American-Oriental Finance Cor- 
poration suspended business, the de- 
fendants were unable to repay Mr. 
Bassett. 

Of the other fourteen charges, six 
are in four figures, ranging from 
U.S. $1,041.57 to U.S. $2,808,02. The 
other eight are al! under U.S. $1,000, 
the smallest being for U.S, $22.75. 
This is for three shares in the Elec- 
tric Bend & Share Co., which Mr. 
L. J. Bergmann placed with the 
American-Oriental Finance Corpora- 
tion for safe keeping. 

. Besides Mr. Bassett and Mr. Berg- 
mann, the ».eople mentioned in the 
charges es having placed stock with 
the defendants are Mr. D'Ungern 
Sternberg, Mr. Edward P. Howard, 
Mr. O. Bordes, Mr. H. W. Brook, Mrs. 
John t2 F. Stevens, jun., Mr. C. R. 
Jones, Mr. John Cornfield, Mr. M. 
J. Harris, Mr. William N. and Flor- 
ence C. Gray, Mr. Stanley G. Kirk- 


land, Mr. Gordon Yates, Mr. John 
A. Ely, and Mr. H. G. Smith. 

With the present charges, the 
amount of money involved in the 


case now reaches a total of U.S. 
$259,041.69 and Sh. $1,121,761.88. 


For 
On 


Pe hana Sed 


The Shanghai Evening Post & Mercury, Saturday, August 24, 
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SPAR ATES 2 


Liquetator Sues Raven Family. 
U.S. $196,362, Sh.$363,005: 
American-Oriental_ Accounts 


Mr., Mrs. Charles, Walter 
| Raven Named; Court 
| Serves Papers 


Premissory Notes, Overdrafts Listed 


A total of US.$196,362.18 plus Sh. $363,005.69 is asked from 
various members of the Raven family in suits filed with the 
U. S. Court For China today by Mr. Frank L. Hough in his 
capacity of liquidator for the American-Oriental Finance Cor- 
poration, and the American-Oriental Banking Corporation, at the 
/ Raven Trust Company. 

Those named in the suits are Mr. Frank J. Raven, forms:r 
; president of ths institutions, who in the largest of the suits is 
asked for a total of U.8.$128,313.29 on I-ew York stock trading 
accounts; Mr. Charles H. Raven; Mr. Walter F. Raven; and Mr. 
Charlts H. and Mrs. Willian S. Raven. 

SERVING PAPERS 

Service was obtained on Mr. Charles Raven this morning and 
it was expected that papers would be served in the other suits 
during the course of the day save in the case of Mr. Raven, 
who is not at present in Shanghai. A third suit, also against Bar. ' 


The suits are based on stock j,;, 
"9 Charles H. Raven, is based cn a 
trading accounts, unpaid balances | +, 190,183.90 loan from the Raven 


notes, overaraits | 
5 (Trust on which the unpaid balance 
I are eg omg cinstanees is stated to be Sh.$50,183.90 bearing |. 
~ a3 interest at 8 per cent from July 20, 


was put up, and the liquidator 

asks in such instances for sale of 

the. collatoral to satisfy judgment. 
Two March. Loans 

{| Included among the suits are 

|two™ recent causes for action a3 


| of promissory 
| 


two loans as of. March 1 of the 
present year, to Mr. Walter F. 
Frank J. Raven, five causes of action 


1933. 
Raven Trust 


Another cauce for action in the]. 


Same suit cites disbursements by 
the Raven Trust on which Mr. 


Raven is said to be indebted to the]: 


extent of U.S.$1824.0% 


Sh.$861.74. 


plus | . 


C 


Sutt against Mr. Walter F. Raven 
is based on a promissory note for 
U.8.$6000 on which it is alleged no 
Payment has been made so return} 
ot the money plus interest at 8 per 
cent from March 1, 1935, is asked. 


Jare cited Involved five trading 
accounts on the New York Stock: 
Exchanze handied through the 
American-Oriental Finance Cor- 
poration, these being carried on the. 


books as, “R.T. }Co. Trustee, No. 
191-11," “R. T..C. Trusteg, No, 101-| 775 money was loaned by _ the} 
A-5," and 50 jon. : American-Criental Banking Cor- 


poration. E 
= | Second Cause 
_& secotia cause for action is based 
on a bank overdraft'on which Sh.- 
$29,887.91 is sought, pius interest at 
8 per cent from May 24. 
‘Suit against Mr. Charles H. and 
Mrs. ‘Litiian ©. Raven is bas?d on. 
an  American-Oriental Banking 
Corporation overtiraft to these two 
jointly on “which it iw alleged 
_ Suit against “Mr. Charles Hi. ; tie oto. 
Saree, erie, Rina tay | await fee pie of 1230 
" es {common “A” of Batterite 
with a New York Stock Exchange)! o4, stock : er 
acccunt, kearing 8 rer cent interest, i} 145 ee, stands, and sale of 
‘and it ts declared there is owing ae for satisfaction of 


- US.$52,724.85. Premissory Note 

Against this there was pledged a5|/'' anctner suit against Mr. Charles 
jcollatoral 10800 shares of Com-|itr Raven is based on a promisso: 
mtn “A” Bakerite Company stock, note to the Anica Oriana 
a _ehocony Vacuum Corporation | Banking Corporation for U.£.$7500, 
- 8, an 940 Common A” | cn which nothing has been paid and |. 

merican-Criental Finance Cor-[ffin tepayment is asked with inter- 
poration shares, sale of which isi est at 8 per cent since March 1, 
requested of the court for satisfac-| 1995. ° 3 Ratti > ‘ 
tion of judgment. | ie 


On the first account an in- | 
laebtedness of 0.8$107,213.41 _is|/ 
claimed, on the second U.S.$12,- 
1472.36, on the third U.S.$6434.65, on 
the fourth US.$1248.74, and on the}: 
ififth $944.13. .On all, judgment is 
‘askec for the amounts named with |; 
interest on the first three accounts 
at 6 per cent and on the last two |} 
‘at 8 per cent. 

Charles H. Raven Suit 


ee 


itt oes. 
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Fearing Of Raven Suits Likely 
To Be Delayed Until Autumn 


leas Indicates That 
Case May Not Be Set 
H For Some Months Yet 


Aas —— 


ME Hough Not Likely To 
Answer Evans Letter 


The hearings of the three actions 
eenined filed with the clerk of the United 
States Court for China against Mr. 
Frank J. Raven, formerly head of 
the defunct concerns that bear his 
name, will in all probability not be 
conducted until fall, a Cutna Press 
reporter learned yesterday during a 
short conversation with Dr. George 
Zallett, attorney for Mr. Frank L. 
Hough, liquidator, of the American-_ 
-Oriental_ | 
Finance Corporation, and the Raven 


‘Trust Company. 7 
rT. Sellett was reticent about dis- 


{ cussing the probable time when the 
| three cases will be heard, saying 
! {that he could not say anything de- 
finite as to when the _ attoriteys 
concerned would present motions 
to the court to set date of hearing. 

In view of the fact that Mr. 
Richard Evans, attorney for Mr. 
Raven, has returned to his home 
in Tientsin for the purpose of at- 
tending to other affairs pending be- 
fore he agreed to defend Mr. Raven 
and at the same time to. study 
matters pertaining to the three 
eases, it was reported as being un- 
likely that any motions to set the 
date will be made during August. 

Liquidating Continues 

The three bils of complaint against 
Mr. Raven ask the recovery of 
bonus money, aggregating Tis. 405,- 
000, alleged to have been paid to 
him by the AO.BSC.. the AO.F.C., 
and the Asia Realty Company. Two 
of the complaints allege that the 
bonus transactions were wrongful 
and fraudulent. 

In the meantime, the business of 
liquidating the three defunct con- 
cerns and reorganization of the 
Asia Realty Company, of which Mr. 
Hough is trustee, has developed 
into a matter of heavy routine, ac- 
cording to the liquidator, 

Regarding the open letter sent to 
him: by Mr. Raven, in which state-~ 
ments alleged to have been made 
by the liquidator, were attacked, Mr. 
Hough has had very little to say, 
and up to the present time has 
given no indication of intending to 
answer the. epistle. He has in- 
formed a Crrna Press reporter that 

‘lhe does not at the present time in- 
tend to send an open letter to Mr. 
Raven. 

It is understood that the Asia 

Realty audit is nearing completion, 

[but it could not be learned yes- 
terday as to what time a financial 
statement concerning this com- 
pany can be expected. It is known, 
however, that drastic cuts have 
been made in overhead by Mr. 
Hough in an effort to realize some 
actual cash on the company’s in- 
:}come and that the trustee’s work 
in this direction has been some- 
‘Twhat successful. 
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LIQUIDATOR KEEPS 
SILENT 


No Comment on Letter from 
Raven Lawyer 


“As a child I was taught never to: 
answer back.” } 
This was the only comment Mr.' 
fens Hough, liquidator for | 


hree_Raven_cempanies, would make 
last evening in connection with the 
Jetter he received on Monday from 
Mr. Richard T. Evans, Tientsin 
lawyer on behalf of Mr. F, J. Raven 
and other officers of the companies. 
The letter protested against Mr.' 
Hough's “fearless and outspoken” | 
allegations made in the press con- ; 
cerning the conduct of the affairs of 
the companies concerned. 

Mr. Hough intimated that he was 
letting the matter drop. 


———— 


‘{conduct of the affairs of these{jend o 


THE SHANGHAI TIMES, 


‘Raver’s Attorney Sends 


Letter Of 


_ Liquidator -Of A.-O.. 


1 


iFornm.er Bank Head Reiterates That Failure Of His |! 
Companies Was Due To Tight Money Market HL 
And U.S, Silver Poliey : 


/MR. HOUGH CRITICIZED FOR PREJUDICING | 
' REORGANIZATION OF ASIA REALTY CO. | 


i A protest against allegations made publicly from time | 


i to time by Mr. Frank L. Houg 
| Oriental Banking Corporation, 


' Corporation and the Raven Trust Company, was made yes- 
pserdey on behalf of Mr. Frank J. Raven and other officers 
iof the three companies by Attorney Richard T. Evans, of | 


{ 


‘Tientsin, in the form of an 
: Liquidator and later released 
1 Issue is taken with the 
1quidator specifically in regard to 
{statements that the Raven com- 
panies were insolvent as far back 


as the beginning of 1932. when 
{ Mr, Raven, received from 
i them honoraria totaling Tls.: 
405,000: the suggestion that Mr. 
Raven acted fraudulently in re- 
ward: to at least one of these 
honoraria, and that the bank- 
rupley of the Raven companies 


was not due to the operation of 
President Roosevelt’s Silver Pur- 
chase Act. 

«Apart from this, it is claimed 
that Mr. Hough’s periodical state- 
lments have injured the prospects 
‘of reorganization of the Asia 
, Realty Company, of which Mr. 
Hough is Trustee, while at the 
‘same time affecting adversely the 
work of liquidating the other 
, three companies to the best ad- 
ivantage of the creditors. 

Text Of Letter 

.|. Mr. Evans* letter, in full. is as 
| follows :— 

: Frank L. Hough, Esquire, 


Li-| 


80, 1935 


That cash reserve became de- 


TUESDAY. JULY 


pleted as people began to with 
; draw their deposits. Many of the 
' deposits in the other three com- 
panies which were for fixed terms 
;jwould, under normal monctarg , 
conditions, 


have been renew 


| 
t 
i 
{ 
i] 
Protest To | 
;{and the experience of these thr 

{companies has been over a perio 
Bank of years that something like 7 
oe i per cent. of their fixed deposit: 

| 


SE care el are renewed on expiration. Du 


to the very tight money condition 
it was practically imnossible 
borrow during the winter of 193 
and 1935 from any bank in Shang 


:Jhai even on the best of securities. 
'{It is not surprising, therefore, 
that these depositers required 


payment and would not renew. 
These companies, therefore, had to 
obtain funds as best they could 
to meet these ‘deposits. Their 
assets were no less, their liabil- 
ities were no greaier than they 
had been previously. They felt 
justified in applying to the Amer- 
ican-Oriental Banking Corporation 
for accommodation against secur- 
J ities Es tyes phil ape Now it 
may be that a bank ought not to 
open letter addressed to the! | ax on the shares of = Of iis 
to the Press. ! affiliates but that is quite another 
thing from saying that such Iend- 


h, Liquidator of the American- 
the American-Oriental Finance 


weight and has seriously injured |ing is fraud and thet it means 
the prospect of reorganization, that there is 2 condition of in- 
Not cnly has it injured — Ae solvency. 
pect of reorganization of this 23 Pi 
company, but by so doing it has Responsible Men 

The Directors of these com- 


also injured the possibility of the; t 1 
pantes are representative and res- 


other three companies rag ieee 
the same substantial return from. thie ites en of Shang 
their investment or loans against} pees Lage gu re that they 
its securities whieh they would would lend their aid or counten- 
have obtained had you been more anes to the continuation in Busia} 
SESEUSELs ness of an insolvent concern oF 
| U. S. Silver Policy to any kind of fraud or mts- 
representation. = 
a 


You have said that the failure 
of the AmericansOriental Bank- 
ing Corporation had nothing to 
do with tight money conditions in 
Shanghai and nothing to do with 
the silver situation which, adimit- 
tedly, causal these tight money! 
conditions. A large part of the 
capital and reserves of the Bank 
are stated in United States cur- 


I appreciate the difficulty 
responsibility of your wors and 
you deserve and should receive the 
co-operation of all concerned, 
{appreciate that it is your duty to 
‘be fearless and outsnoken. With 
respect, I do not think it is your 
duty to make the comments whieh 
you have seen fit to make them 
-in the public press concerning the 


rency and the equivalent is stated former officials of these institu- 
in the balance sheet in local cur- | tions. 

rency. About two and a half | trast that you will give this 
years ago the equivalent of these /jetter serious consideration and 
items in local currency was about that, in the future, in ‘making 


when the Bank |{ctatements to the public, if you 
fee! justified in making statements j 


to other than. those directly in- 


;| Raven and the other 
.| the i 


| Liquidator, | American-Oviental| double their value 1 
Banking Corporation, closed. As the currency with 

29 Nanking Road, which the Bank mainly deals is 
Shanghai. local currency, it was obvious that 
Dear Sir: this meant a considerable shrink- 
On behalf of Mr. Frank J. age in the actual surplus of oe 


officers ofj!bank during this neriod. y 
vour| was directly due to the United 
| charge, I venture respectfully to| States monetary policy as the in- 
protest against the  allegations| trinsic value of silver in terms of 
i Spage you have freely made in| gold srs en not nage ee 
the ubli rm 7 i more an r cent. e 
public press concerning the P passin ber: 1984, the Bank 
companies. You, have said that} had capital and reserves. in 
these companies have been in-| United States money of about 
solvent for some time and that]one million dollars which at that 
Mr. Raven and other officers must] time was worth approximately 
have known it. You have implied,} three million dollars, Shanghai 
even if you have not said it in so} currency. By the 23rd of May 
many words, that Mr. Raven at] this one million, United States 
least has been guilty of fraud. eurrency,. had shrunk to less than 
If you will take the trouble to| wo, million four ‘hundred thou- 
look “at the detailed statements} S27d dollars, Shanghai currency. 
of accounts of the four companies} It is apparent from the accounts 
which were prepared at the end] of the American-Oriental Banking ; 
of December, 1934, and will com-| Corporation that this Bank had: 
pare the securities which were {| ™0Te than two million dollars in 
then listed and which were held}, actual cash either on hand or in 
by the various companies and|{ other banks in_December 31, 1934. 


ascertain the actual market quota- ratitenr Oe imines ae tie the | 


three companies’ in 


terested, that you confine yourself : 
to statements of strict fact and 
abstain from comment that is! 
likely to cause injury to siete 
people. 

Yours very truly, { 
(Signed) Ricnarp T. Evans. | 
The letter was handed to press 

representatives personally by Mr. 
Frank J. Raven in the office of 
the Chocolate Shop, on Nanking 
Road. Mr. Raven’s attorney re- 
turned to Tientsin on Saturday 
and is not expected to return to 
Shanghai until a date has been set 
for the hearing of the three suits 
filed against his client in the 
United States Court. x 
Contrary to earlier expectations, 
hearing is not likely to take place 


until September or October, it 
was learnt yesterday. The delay | 
is mecessary since both Dr. 


George Sellett, attorney for the 
Liquidator, and Mr. Richard T. 
Evans, attorney for Mr. Raven, 
require additional time in which 


once that the shares of stock in 


tions thereof at that time, you arch - 75 
should be satisfied that all of ear bey which prevailed in to prepare their cases. 
these companies were solvent ‘Shanghai during .the autumn of 
then. You have said more than|1934 and the gradual worsening of 


the Asia Realty Company are 
worthless, notwithstanding that 
this company is not insolvent and 
is assumed to be in process of 
‘reorganization. Such a statement 


made by you, the person in re- Iwas held by 


sponsible charge of this company 
and an officer of the United States 
Court for China, has carried great 


these conditions towards the end 

of December, -I think you will 

fr: if you compare this reserve * 
with the reserve of other banks }j. 

‘in proportion to their deposits, |! 

that it was a higher percentage 

‘of cash as against deposits than |, 

most of the banks, }: 


jeven .the biggest ones. 


atte oo 
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Reflections On Liquidator’s 


Findings Of 


A.-O. Bank 


Perils That Ever Lurk In Independent Organizations 


Existing Outside Bankers’ 
Essential Safeguards Pointed Out 


Upon the legal aspects of . 
case sub judice, it would be im-! 
proper to comment; the matter! 
rests with the U. S. Court and} 
will have to undergo the orderly 
process of legal administration. 
But there are other .questions, of 
a fundamental nature, arising 
from the affairs of the four affi- 
ljated companies which bear on the 
conditions that have made possible 
such uw serious situation, conditions | 
which, if unaltered, would lead, 
through accumulating momentum, 
to greater “tragic loadings” than 
we now witness. 

Inherent Unsoundness 

In an article entitled: “Joint 
Stock Corporations and Shanghai 
Crisis” published in these columns 
on Sunday, June 2, 1935, it is re- 
corded that in the face of the 
chairman’s statement laying blame 
for the Bank’s failure on the U. S. 
Government’s Silver Purchasing 
Plan, we stressed that the source , 
of its troubles was rather to be 
tound in the direction of unsound 
investments. A healthy constitu- 
tion, properly treated, though sub- 
jected to the stress and strain of; 
adverse circumstances, could not’ 
have met, under equal conditions, 
with the ugly fate of the A.-O. 
Bank. Mr. Hough, in his report’ 
of the liquidation, bears out our 
‘surmise by attributing the failure 
of the three companies not to bad 
external conditions, in which the 
U: S. Silver Policy figures large- 
lv. but to the fact that, for several 


;years, the Bank had been unsound 
jand, in his opinion, would have 
«been foreed into liquidation under 
‘business conditions generally fa- 
vourable 
: A Vital Qualification 
Assuming that the President 
downwards to the lowest office em- 
ployee were persons of the best 
of intentions, let us consider what 
the leaders and principal officers 
did have to confront in the course 
of business under conditions law- 
fully permitted them. A corpora- 
tion is constituted legally in con- 
formity with the laws‘of a certain 
state—one of the forty-eight 
United States—with whose laws 
the man on the street is generally 
unfamiliar—and ignorance of such 
codes or statutes is no plea for 
!official consideration. The bank- 
.ing entity was not made a member 
‘of the Shanghai Bankers’ Associa- 
:tion—a qualification essential to. 
public safety, and a fact not neces- 
sarily widely known. ! 
Under the laws of a particular, 
state, 4 company may operate in- 
certain ways appropriate to the; 
plan or scheme of the administer-} 
ing personnel. Every step taken: 
by the company, bank. or trust‘ 
may be duly and legally in ac- 
cordance with what is “done”’—, 
of which the layman is in impene- ; 
trable ignorance. This is no fault; 
of the organizers. In _ principle, § 
company “A” is lawfully per-* 


who may invest in “C” and so en» 
ad lib. And. what is more, it is, 
allowable that “A,” “B.” and “C’’:. 

closely related, affiliated or 
interlocked. . 


Me New 


a a a ment et td iat 


By ARTHUR & THEODORE SOPHER 


Association ; 


Pyramidal Principle 
Further, officer or officers in™ 
charge of investments in “A” are 
permitted to be officers in “B,” 
and again in “C.” The principle; 
of strong structures is to builaf 


from a broad base and_ solid™ 
foundation and toe taper up- 
wards—pyramidal. The opposite’ 


of such a principle of development? 
is commonly known as “pyramid-" 
ing,” meaning the inverted: 
pyramid where you start from a>» 
Point and broaden upwards as you” 
go—always top-heavy. Mark you.- 
the law—the particular statute of 2 
a certain state—allows it. When 
the untoward event occurs and the 
victim gnashes his teeth and is, 
madly abusive or even becomes ” 
tragically insane, nothing avails. | 
In. demoralizing impotence he be- 
holds the legal machinery tardily ; 
rojl on. : 
By these same laws the officers ; 
can carry out any scheme and, in, 
effect, dispose of the moneys in * 
any way thev desire. Let us sup- | 
pose that officer in charge of com- * 
pany “A” has opened another com- * 
pany “B” in which he has part * 
er major interest. What judg- 
ment, with the best of all inten- 
tions and on the most _ ethical 
grounds—what judgment short of 
the divine can decide correctly as 
to the soundness or not of such 
investment? It is like the left 
hand desiring to borrow from the 
right, and you exvect the right 
hand to be absolutely unbiassed in 
its judgment towards the left. 
The investor is called upon to 
divorce his mind from _ personal 
interest absolutely and to rule 
against himself whenever neces- 
sary. The natural tendency of 
self-preservation is bound to dis- 
tort such judgment. and_ errors 
are, therefore, highly probable. 
Herein lies the worst feature of 
the operating conditions. And any 
initial success in “profits” step by 
step leads on to an increasingly 
deceptive course, not necessarily 
due to immoral conduct but per se 
since the law allows it. Through 
fortuitous events such an organ- 
ization may, in practice, come out 
with flying colours, but in repeat- 
ed action, over long periods, the 
chances of meeting with a crack 
become increasingly likely. In 
such event, the larger the top- 
heavy structure, the easier the 


collapse. 


Automatic Protection 

As it is far simpler to instityte 
safeguards through active rulings 
rather than seek processes of 
developing human nature gna 
judgment, a system, which shall, 
work by routine and afford more' 
or less mechanical protection, is: 
highly desirable. 

Before touching upon these con- 
structive measures, emphasis must 
be laid on the dangers that may, 
arise from independent organiza- 
tions on whose statements. y 
public relies. “They are those com- 


| mitted to invest in corporation “B'"%|petent authorities that 


issue a 
business entity’s. bill of health.! 
Judging from the case.in hand,: 
the audits of accounts circulated i 
among the public, instead of being‘ 
of value in guidance, through the | 
weight of their authority, have, 
preserved public confidence intact, : 
which shows that the real condi-i 
tion of an organization can escape | 


the detection of auditorg, gnd mea- | 


meee oe oem tee 


4 


-{sures in protection of the public 


and the auditors themselves form 


3/2 separate channel for improve- 


ments in legislation. In this con- 
nection, it would be desirable for 
auditors to take their instructions 
not from individual concerns but 
from the government, to whom the 
company should apply for an 
audit, the cost of which should be 
paid to the government as, in the 


{final outturn, the public in its dis- 


tress looks to the government for 
aid. The auditor need not, there- 
fore, be concerned over the com- 
pany’s favour or disfavour. 
Touching upon safeguards, no 
bank should be permitted to 
operate which is not a member of 
the Shanghai Bankers’ Associa- 
tion. There should be complete 
and thorough inspection of a 


tlbank’s assets by the Government, 


as in the case of the life insurance 
companies. Every bank official 
should not be permitted to have 
personal investments and a bank 
should be utterly divorced from 
subsidiary companies in which 
holds an interest. It should be 
obligatory on bankers to take oath 
to that effect. 
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AsO. BANK PRESIDENT’S © ,. ..22%mecttion’s 


ANSWER TO CHARGES 


Denies Personal Control in Recent Years: Special 
Remuneration Not Asked for or Suggested 


HAD NO INTENTION OF LEAVING CHINA 


Directors Elected by Stockholders and Exercised 
Independent Judgment and Discretion 


M*. Frank J. Raven, formerly president of the American- 
Orien‘al Banking Corporation, the American-Oriental Finance 


Corporation, 


pany, late yesterday afternoon, in the United States Court fo 
China, ansvrercd the bill of complaint filed by Mr, Frank L. Hough, 


the liquidator, on June 29. 


the Asia Realty Company, and the Raven Trust Com- 
r't}many acts of service 


Mr. Raven denied Mr. Hough’s two principal charges, which | 
were that the Bank has been insolvent since December 31, 1931, 
and that Mr. Raven owes the Bank the sum of Tis. 135,000, which 


he received in January, 1932, as an honorarium. 


He stated that 


at the time the Bank was solvent, and that its shares were quoted 
then and for some time after on the Shanghai market at twice 


their par value. 


He also stated that he repaid the Tls. 135,000 to 


the Raven Trust Company on February 9, 1933 

He stated that the bill of ne exeat served on him was unneces- 
sary, as he had at no time had the intention of leaving China 
and the jurisdiction of the United States Court. 

Following is the gist of Mr. Raven’s answers, these being 
practically identical in each of -the three cases—the American- 
Criental Bank, the American-Oriental Finance Corporation and 


the Asia Realty Company:— 


Defendant admits that during all 
of the period of five years last Past, 
the defendant has owned and con- 
trolled a majority of the voting stock 
of the Raven Trust Company, Fed-. 
eral Inc., U.S.A., a corporation, andj 
admits that the said corporation now; 
owns and controls and during afl 
of said period owned and controlled 
a majority of the voting stock in 
the American-Oriental Finance Cor- 
poration, Federal Inc., U.S.A., a cor: 
poration, and admits that the said 
corporation now owns and controls 
and during all of said period owned 
and controlled a majority of ¢he 
voting stock in the American Orienta’ 
Banking Corporation, but defendan 
denies that during all or any of the! 
period of five years last the defend- 
ant has controlled the Bank. 

Defendant denies the allegations 
of Paragraph 5 and alleges that the 
assets of the Bank on January 12, 
1932, were more than twice its 
liabilities, excluding its capital stock, 

‘| surpluses and undivided profits and 
that the cash on hand and in hanks 
on that date was approximately 44 
per cent. of all deposits, and that 
its shares of stock were then and 
for some time thereafter currently 
‘} quoted on the Shanghai market at 
more than twice their par value. 


Control Denied 


Defendant admits the allegations; 
of Paragraph 6, except that defend- 
ant denies that he controlled the 
Bank on January 12, 1932, for the 
reason that the directors of the Bank 
were elected at all material times 
by the stockholders thereof with 
the sole object of obtaining men of! 
representative character and ability, 
and the defendant never at any 
time voted his own shares or caused 
‘the Raven Trust Company, Federal 


| personal benefit. 
t 


Inc. U.S.A., to vote its shares in! 
the American-Oriental Finance Cor-; 
poration, Federal Inc. U.S.A., for the; 
purpose of electing or opposing the} 
election of any candidate otherwise; 
than for the purpose aforesaid, and 
the said directors at ali material! 
times exercised their independent; 
judgment and discretion without any? 
control, direct or indirect, of the/ 
defendant, and the defendant denies, 
that he was present when the re- 
solution referred to was discussed; 
and passed, though he was present; 
when the meeting referred to com- 
menced. The defendant did not} 
know prior to the meeting of Jan- 
uary 12, 1932, that the subject of th: 
payment of ¥135,000, referred to i 
Paragraph 6 aforesaid was- under’ 
consideration, and the defendant 
neither asked nor suggested tha 
said remuneration be paid to 
and he had no knowledge there 
until the resolution referred to was 
communicated to him after the meet- 
ing aforesaid. The defendant paid! 
the said sum of ¥135,000 to the 
Raven Trust Company, Federal Inc. 
U.S.A., as a donation for the pur- 


pose of increasing its liquid capital f - 


and the defendant did no; then orf 
lat any time use the said sum of 
€135,000 or any part thereof for his 


Para- 
grap 7, defendant ‘admits. that he 
received the monthly sums and 
bonus as stated in said paragraph, 


‘put alleges that these were received] 
and receipted for as expense allow-- 
ance and not as salary, and defend- 
ant denies each and every other: 
allegation of the said paragraph. The? 
Bank was organized in the yeari 
1917 and the ‘defendant was_ the} 
promoter and organizer thereof. but 
the defendant received no compensa<, 
tion at that time or at any time 
prior to January 12, 193°, for hig 
services as promoter and organizer: 
The -defendant acted aciively and 
continuously as an officer he ; 
Bank and as organizer of its affairs: 
without any compensation other than. 
payment of Tls. 135,000 above rer_ 
ferred to for about 10 years after 
the organization of the Bank and it: 
was well understood between the: 
defendant and the directors that he 
would receive compensation for his: 
services as promoter and organizer 
of the Bank and in respect of his; 
in bringing 
the Bank to prosperity when the 
circumstances of the Bank would 
warrant, a reasonable payment, and 
in alt the circumstances the payment 
made was reasonable, 

{ By way of special defence, defend- 
ant alleges that any claim which the 
plaintiff may have by reason of the 
premises. is barred by the laches ot 


the Bank in that a period of more 
than three years has elapsed since 
January 12, 1932, whea the plaintiff 
alleges that said amount was due 
and repayable by the Defendant to 
the Bank. 


No Intention To Leave 


By way of defence to the applica- 
tion for writ of ne exeat issued herein 
on June 29, 1935, defendant alleges 
that said writ was 
notice to him and without a hearing: 
that the application therefore was 
made by the plaintiff heedlessly and 
without any knowledge sufficient to 
found a belief that the defendant was 
about to depart quickly from the 
jurisdiction of this Honourable Court. 
The defendant had in fact informed 
the plaintiff that he would not leave 
the jurisdiction of this Court until 
the affairs of the Bank, the American- 
Oriental Finance Corporation, the 
Raven Trust Company, and the Asia 


Realty Company were in such shape — 
that the liquidator should consider ft 


that the defendant could go from 
China if he wished. The defendant 


expressly stated to the liquidator that [” 


he would not leave the jurisdictior 


of this Court at this time because 


his absence might be misinterpreted 
by some persons. 
at the instance of the plaintiff served 
on the defendant at 10 minutes before 
midnight on June 29, 1935, and said 
service was harsh and oppressive and 
in violation of the Plaintiff's rights. 
Wherefore the defendant prays that 
‘athe Bill of Complaint herein may be 
ismissed at the plaintiff’s costs, and 
he writ of ne exeat discharged with- 
ut prejudice to the plaintiff's right 
take such action as he may be ad- 
ised in respect of any claim for 
mages in the matter of the alleged 
@rongful application for the writ of 
exeat. 


— 


of the;. 


issued without # 


The said writ was | 


PAS 7. 
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LEGAL SIDE OF 
A.O.B.C. FAILURE | 
BEING EXAMINED 


Many Complications Seen in 
Present Position 


AMERICAN AUTHORITIES 
WATCHING CASE 


SPECIAL TO THE “N.-c.D.N.” 


The “North-China Daily News” 
understands that the American au- 
thorities have under active examina- 
tion the reports received from the 
.| Liquidator regarding ths affairs of the 
American-Oriental Banking Corpora- 
tion and associated companies. Among 
this material will be the data which 
formed the basis of Mr. F. L. 
i Hough’s statement to the press on 
Saturday last. 

The work involved in ascertaining 
the legal position is great. Mr. 


Hough took pains to point out that 
i -Oriental Bankin Lor 
so that 


oration was not constitute: 
Fo" Serations would come __ 
ta operations WoO! come under} 


e nite 
This does not imply 


affairs will notf 
come within the purview of American 
aw as a whole, but it doe hrow 
mplexities volved, 
a handling a matter of. this kind 
@ responsible authorities have to- 
rproceed with great caution if justice 
has to be done. The machinery of: 
the law has to be very eacefully 
studied, and in particular the condi- 
tions prevailing in regard to the, 
trading of American companies in’ 
China have to be carefully examined.. 
¥Precedents are not copious. . 


Legal Aspect Examined $ 


Z For all these reasons, although the* 

layman may feel impatient, there . 
is no cause to imagine that the re- ‘ 
sponsible authorities are neglectful of 
their duties. On the contrary, the 
Liquidator and Auditor and their 
# respective staffs have been zealously 
unravelling the affairs of the concerns 

in liquidation. Similarly, the 
staff of the United States in Shanghai 
ts engaged in a_ thorough investigation. 
of the lines “of _action_which.the .cir- 
cumstances suggest ‘should be taken. 
Yé is important to realize that, in a 
sense, the whole matter is sub judice 
and the responsible law officers are, 
Mtherefore, very properly debarred 
from making preliminary statements 
fully _ equipped with 
wledge_of the most correct method 


While, therefore, some time may 
plapse before further developments. 
re made known, the public can rest 
Mssured that the Officials charged with 
important duties are fully 
live to the needs of the situation 
nd are assiduously applying their 

It is impossible 


SVerooLal 


a 
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The Shanghai Evening Post & Mercury, ‘Thursday, july 25, 1935 


Knotty Points 


To The Editor: 

Ferusa! of Mr. Hcugh’s  state- 
menis appearing in the public press 
yesterday confirms one's worst 
feare re the prospect, or rather lack 
of prospect of creditors recovering 
enything from the Raven com- 
panies. It certainly. is not pala:- 
atle tc read of worthless loans, un- 
ccllectable loans and: loans without 
cecurity carried as assets in the ac- 
counts of the AOBC. 

I am sure that all depositors and 
creditors who stand to lose, would 
like elucidation on a few knotty 
points concerning the failure or 
these companies. Perhaps Mr. 
Hough despite the fact that he is a 
very busy man, will spare a few 
minutes to explain. 

Re these ‘worthless’ loans, what 
is the position of the Bank's audi- 
tors who certified the last financial 
statement before the crash? Can 
they be held Hable in any way for 
certifying the accounts when th? 


‘sets are padded with “worthless” 


items?_ 
Re the several suits filed by Mr. 
Hough against Mr. F. J. Raven 


| iseeking recovery of bonus he col- 


lected from his companies, whet 1s 
the position of the directors of 
those ccmpanies who veted the 
payments tc Mr. Raven? In the 
several suits against Mr. Raver: 
those bonuses are alleged to be 


illegal. Are not the directors in an. 
ulnerihie position for vot- | 


‘cess of law. Or is the law as 
sympathetic to stich directors as it 
is lenient to a company whose ac- 
counts can be padded up ad lib. 

-| With worthless assets? 4 

There is a further interesting 


naticnality. Und ee 
28 A nder isw 
digectors are Usable for 
in full of a co 's Can 
the ald OF Chinese law be Eavcked 
in the in- 
dividual? rotected by 
reason cf the American. of 
these companies? mr 
meee" Yours ete. 
FLEECED 


Shanghat July 22, 1935. 
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WEDNESDAY, JUTre 


Amended Complaint Against 


Former A.-O. Bank Head 


Liquidator Discloses That Mr. Raven Received 
Considerable Salary; From Bank Prior To 
Getting Tls. 135,000 As Honorarium 


An amended Bill of Complaint 


was filed in the United States; 


Court for China yesterday by Mr. 
Frank L. Hough, Liquidator of 
the defunct American-Oriental 
Banking Corporation, in the suit 
entered at the end of June against 
Mr. .Frank J. Raven, President of 
the Corporation, for recovery of 
Tis. 135,000 paid to him on Jan- 
932 as an honorarium 

by the Corp ion. 
It is shown in the amended Bill 
that Mr. Raven was in receipt of 


jrubstuntial sums as salary prior 
to the payment of the honor- 
arium. From June 1, 1928 to 
December 31, 1929, it_ is stated, 
he received from the Corporation 
au regular monthly salary of $750. 
During 1930 he received $1,000 
per month and at the end of 1930, 
in addition thereto, a bonus of 
$1.800. During 1931, Mr. Raven’s 
reeular monthly salary was 
$1,500. 

Henee. the Liquidator contends, 
the Corporation was not obligated 
to Mr. Raven for any services per- 
formed by him. Mr. Raven is 
therefore obligated, “in equity and 
good conscience,” to immediately 
repay to the Corporation the sym 
of Ts. 135.000 received by him. 

new Bank Was_ Insolvent 

The complaint of the Liquidator 
is further buttressed by the as- 
| sertion that. at the time the 
honorarium was voted and re- 
| ceived by Mr. Raven, the Ameri- 
can-Oriental Banking Corporation 
was insolvent and that Mr. Raven 
knew it to be insolvent. 

In addition to the suit for re- 
covery of the TlIs. 138.000 paid 
to Mr. Raven by the_ American- 
Oriental Banking Corporation, 
two further suits for the recovery 
of similar sums voted to ‘him by 
the American-Oriental | Finance 
Corporation and the Asia_ Realty 
Company are awaiting trial in the 
United States Court. 

No answer to the complaints has 
as yet been filed by Mr. Raven. 
As soon as this is done, it is ex- 
pected that a date will be set for 
the hearing of the actions. 


ce ern ED a le TE SP RE ECDL Re OEE a a ES a a 


N ORTH-CHINA DAILY NE 
xe 


WS, MONDAY, JULY 22, 1935 


THE 


THE LIQUIDATION | 


The Creditors of th 
Oriental Banking. rati will 


aérive “small comfort from the 
statement issued on Saturday by 
‘Mr. Frank L. Hough who was ap- 
pointed Liquidator of that Corpora- 
tion and its associate concerns on 
June 3 by order of Judge Milton J. 
Helmick. The Corporation, on May 
24, in announcing its decision to 
close its doors and apply to the 
Court for Liquidation, declared that 
the business depression was 
responsible for the closure and that, 
in the opinion of the Directors and 
Officers, - 
it would be in the best interest 
of the depositors to liquidate the 
bank at this time when it is 
believed that all depositors in an 
orderly liquidation will receive 100 
per cent. of the deposits. 
In the light of the disclosures now 
made by the Liquidator this state- 
ment appears to have been based 
on excessively optimistic views. 
Within ten days of his appointment 
Mr. Hough, on June 13, issued a 
preliminary review of the state of 
of the accounts of the American 
Oriental Banking Corporation, the 
American Oriental Finance Cor- 
poration and the Raven Trust Com- 
pany as shown by the books on 
May 23, the last day of business 
and as compiled by Mr. Henry S. 
De Vault, the certified public ac- 
countant who was appointed to 
assist the Liquidator on June 5 and 
took over charge on June 6. That 
preliminary statement showed that 
the affairs of the three companies 
were much interlocked and _ in- 
volved. Its presentation was ac- 
companied by comments which sug- 
gested that the Liquidator took a 


gloomy view of the position. On }, 


June 29, it was announced that a 
writ of ne exeat had been filed in 
the U. S. Court against Mr. F. J. 
Raven who was also made the 
subject of a bill of complaint filed 
in the same Court by the Liquidator 
in respect of certain moneys. The 
Court prescribed a security of U.S. 
$20,000 to cover the writ of ne 
exeat; that security was duly 
furnished by the joint and several 
guarantee of three American 
citizens on July 1. Meanwhile 
Judge Milton J. Helmick was called 
by judicial duty to Peiping, whence 
he returned last week. Now the 
Liquidator has made the further 
statement which appeared in this 
journal yesterday. 


Briefly that statement, after re-|. 


futing the notion that the failure 
could in any way be attributed to 
the silver policy of the American 
Government, summarized the posi- 
tion of the three concerns. 
The American Oriental Banking 
Corporation was declared to have 
carried as assets loans to affiliated 
companies which “were worthless.” 
The condition of the three com- 
panies was descitbed as having 
been “for several years unsound” 
and Mr. Hough felt that “‘liquida- 
tion would have been forced even 
if general business conditions were 
good.” Mr. Hough proceeded to add 
“The Raven Trust Company will 
have little, if anything, to offer to 
the creditors” and “The Finance 


Corporation presents a problem andjj- -.- 


very little be available to the 
creditors.” Within the next twa 
monihs the Liquidator expects to 
‘be able to issue Mr. De Vault’ 
analysis of the exact position o: 
the three companies. The wor 
of liquidation is exceedingly com. 
plicated. by the peculiar cir. 
cumstances of the companies 
organization and by the prevalent 
market conditions. It is evident 
that both the Liquidator and the 
Auditor are tackling the problem 


with expedition and zeal. It is re-| 
their | 


grettable to think that 
labours, as far as can be judged 
from these 
likely to bring much material relief 


to a large number of unfortunate ; 


victims of this unhappy disaster. 


This is not the time to attempt’ 


the formulation of definite con- 
clusions regarding the causes which 
led to this failure. To begin with 
the complete statement of figures 
which will be forthcoming in Mr. 
De Vault’s analysis, is essential to 
such an endeavour. Then it will be 
realized that certain proceedings 
are pending in various courts. It 
is almost impossible satisfactorily 
to draw deductions or form 
opinion on the statements now 
made without appearing, in some 
degree, to be prejudicing those pro- 
ceedings. Mr. Hough's statement. 
deserves, however, the compliment 
‘of notice in_certain respects. _ It 
disposes summarily—and, as this 
journal all along has insisted, right- 
Iy—of the contention that the silver 
purchase policy. of the United 

ates of America should bear some 
of the blame for the plight of the 
Raven companies. . 
blame actually lies it is neither 


© say. It is obvious, however, that 
€éven the most purblind critic of 
Washington's silver programme 
cannot find material for his com- 
fort here. Mr. Hough also makes. it 
clear that the American Oriental 
Banking Corporation has no special 
American characteristic, beyond its 
registration, the nationality of. its: 
President and the jurisdiction 
under which its operations come by 
reason of its extraterritorial status. 


ére this journal would reiterate 


casualty was first reported: 

This difficulty should be met in 
an international spirit. Nationalities 
are of no account...... What may 
happen to the Utopian Shanghai- 
lander to-day may quite easily 
overcome the Laputan Shanghai- 
lander to-morrow. 


Those words were written without 
knowledge of the facts. since 
brought to light in the course of 
liquidation. They still remain as 
deserving of attention, in view 0 
Mr. Hough's remarks. Under the 
direction of a competent and in- 
dependent Judge, Mr. Hough and 


|his colleague are carrying out a 


delicate and difficult task. They 
have behind them the’ complete 
confidence of Shanghai business 
men and they can be trusted to do 
\their duty, unpleasant or pleasant, 
lin fulfilment of their obligations to 
the creditors and to the laws of the 
‘country which they have sworn to 
{serve. 


statements, are not, 


Where ‘the. 


tting nor possible at this juncture 


the view expressed when this 


sie. 32" 


ts tak. eaiect oo 
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PR EK VEN TION FP OR THE 
FUTURE 

HANKS to Mr. Frank = L. 

Hough, liquidator for the. 


Raven enterprises, the public has: 
been enlightened on their true! 
state of affairs. Though hopes for 
appreciable recovery of funds in-, 
vested in or deposited with these’ 
institutions are cruelly shattered, | 
a timely realization of actualities 
may help soften the edge of dis- 
appointment which would other- 
wise grow keener in direct pro- 
nortion to prolonged anxious wait- 
ine on the part of investors and 
depositors, 

The frank criticism by Mr. 
Houzh of the mismanagement of 
Mr. Raven’s companies, as report- 
ed in this journal yesterday, is 
deserving of official attention both 
in Nanking and in, Washington. ; 
It is not our intention to constitute | 
ourselves judge and jury over the | wz 
legal battles now being staged in 
the United States Court for China, 
but sufficient revelation has been 
made by Mr. Hough to warrant a 
general demand for a much-needed 
investigation of enterprises 
similar, in nature if not in con- 
duct, to the erumbled Raven 
edifices. Particularly pertinent is 
his pointed comment on the 
American-Oriental Banking Cor- 
poration which may be quoted hove | 
to good profit: 

I often hear the bank refe-red to 

a> an American bank, but it is true 
that the bank happened to be esta- 
blished by an Ameérican, but it was 
not in any way affiliated with any 
bank in the United States to the ex- 
tent that its operations would have 
been ccntrolied by United States 
Bankihg laws. Without a dcubt, 
thousands of people entrusted their 
mcney to the bank with this impres- 
sfon in mind. 


The imvression which the iil- 
informed public. had the misfor- 
‘tune to have created in its collec- 
tive mind was undoubtedly the 
protection which was presumably 
obtainable from the periodic ex- 
aminations of the..bank by com- 
pétent’ American authorities. If 
such an impression, still rsists, it 
may be dispelled“by Mri Hough’ s 
observations: © : 

The American-Oriental Bank 
could have thrown a United States 
bank* examiner out-of the doors had 
they desire’, because they were not 
cperating under any law compelling 

~them .to submit to bank exammation. 
There was. nothing to compel them 
to. write off. worthless loans, If @ com- 
pahy owing. tive bank money had gone 
‘bankrupt. yeats ago, they could keep 
‘the! joan on, the books: and ‘balance it 
Riccar Mabilities.” 


Rul@auoih 


| may 


} A study of Mr. Hough’s state- 
i ment would seem to indicate that, 
though mismanagement may be 
s primarily responsible for the ruin. Yee 
tof the Raven interests, the failure : 


of the American, government in — 
providing safeguar rds_ for public niente 
“institutions incor porated under Lott 


American Jaws but operating in 
Torcien lands is “much to be re- 
ae etted. _ 
ad “The closure of the Chinese- 
American Bank some years ago 
nnd the collapse of the*Wing On} 1 « 7- 
Finance (China) Co., last year, 
ulmost on, the very eve of its 
pirth, should have awakened in 


official circles a special sense of | 
responsibility in view of the 2x-' 
istence cf extraterritoriality and | 
consular jurisdiction in China, ; 
The American. government | 

not feel duty-bound to ex- 
amine. American banking corpore- , 
tions conducted in_countries w hose 


governments may exercise tne 
power of “jurisdiction over them 
‘and enforce laws which may as- 
Sist in_ the protection of _ public. 
Welfare. “Here in China .the Chin- 
ese government cannot control 
local American banks, and the! 
; American government does not! 
@are to contra) them.. .The. public, | 
relying through ignorance upon,| 
American protection, is nae 
placing itself at. the mercy 
private scruples_ or. their absence! 
instead. ~ | 
“The present laissez faire! 
policy has caused — inealculable 
hardship not only to the Chinese 
and Russians but to many Ameri- 
cans as well. While it avails lit- 
tle to cry over spilt milk, much 
may be done to prevent recurren-} 
ees in other quarters in order ta 
uphold the good name of the 
American community. Surely legal 
ingenuity which has se!dom been j 
found wanting in the technical 
evasion, of legislative enactments 
imay be readily sought for the 
worthy cause of doing justice to 
public confidence in America and 
American enterprises. 

It may, be suggested, for 
‘instance, : that. American public 
‘institutions’: operating in China 
land’ Hongkong only may _ be 
subjected to periodic examinations 
by Iocal’ American: officials. The 
investure of authority is a. matter 
to be left to Washington’ Ss decision, 


but inciple at issue.is.beyond 
‘dispute In the interest of the sound 


institutions, a clean bill of health 
should be the highest recommenda-}. 
tion to continued confidence. 

Should the American. govern-|, 
ment be detevred, by political or. 
juridical cowsijeratiors, from 
pursuing this.-manifertly urgent} 
and desirable course, there re- 
mains only the encice between 


ordering the , of 
ric. £ 4 teh 


2 


their submissio: *ine:: r 
iction. viously it would i 
neither dignified nor just for), 
‘Uncle Sam to permit the - use of |/ 
American’s name in. Vain. _\}.:.: 
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LIQUIDATOR OF .A.O.F.C 
PLEADS A CHECKMATE 


Debtors, Willing to Repay, 


Find Collateral is 


Re-hypothecated with Other Banks 


VERY LITTLE AVAILABLE FOR CREDITORS 


Impossible to Gain 


Possession 


of Securities: 


Raven Trust Co. Loss Will be “Terrific” 


N an official statement yesterday, Mr. Frank Hough, liquidator 
of the American-Oriental Banking Corporation, the Ameri- 
can-Oriental Finance Corporation, and the Raven Trust Co., laid 
stress on the fact that very little would be available for creditors 


in the finance corporation. 


Those who owed money 


to the 


American-Oriental Finance Corp. he said, while willing to pay 
upon the return of the securities they had as collateral, would 
not do so because it is impossible for the liquidator to gain pos- 
session of the securities. which have been da alla with 


other banks. 


The liquidation of the three Raven 
companies is proceeding under great 
difficulties Mr. Hough said. The 
present condition of business in 
Shanghai and in the rest of China is 
not the great obstacle to be over- 
come. It is the internal cenditions 
of the three companies and the mis- 
management of the affairs for several 
years back. Statements have been 
made to the press by those who con- 
trolled the destinies of the enterprises 
to the effect that the frozen assets 
when thawed out would be sufficient 
to pay the creditors 100 per cent. Why 
such a statement should be made by 
those who should have been intimate- 
ly familiar with the real condition 
of the three companies is hard to 
understand, unless 
ease their own position for the time 
being in Shanghai. 

Take the Bank. for example, he 
said. A fairly large percentage of the 
Joans outstanding, which were carried 
as assets, were loans to affiliated com- 
panies, which the officials must have 
khown were worthless. Many loans 
have been carried on the books of 
the Bank as assets, which, if ordinary 
business judgment had been used, 
would have been written off several 


years ago as uncollectable and worth- ; 


less- Many such loans had no 
security backing and of many of those 
that had the security was worthless. 
To attribute the failure of the three 
companies to bad business conditions 
oer the Roosevelt silver policy was 
stretching a point. The condition of 
the three companies had been for 
several years unsound, Mr. Hough 
said, and he feels from: what he has 
seen that liquidation would have been 
forced even if general business condi- 
tions were good. 


Time and Patience Necessary 


The staff employed in the liquida- 
tion are working hard to unearth 
facts and figures and trace back for 
some years various items in an effort 
to uncover assets which can be turned 
into cash. Such work takes time and 
patience. He is conscious of the fact 
that the interested creditors and the 
public are anxious to know the truth, 
but, when it is considered that it has 
taken some years for the three com- 
panies to work themselves into the 
position which caused the officials to 
apply for liquidation, it will be 
realized that the work of liquidation 

* he finished in a short space 


; branch of 


it was meant to! 


He often heard the Bank referred 
to as an American bank. The 
Bank happened to be a bank estab- 
jished in Shanghai by an American, 
but it- was not in any way affiliated 
with any bank in the United Statcs 
to the extent that its operations would 
have been controlled by United States 
banking laws, Without a doubt, 
thousands of pcople entrusted their 
money to the Bank with this impres- 
sion in their - minds. 


The liquidation of the Tientsin 
the Bank is progressing 
rapidly under Mr. Harry A. Lucker, 
assistant to the liquidator. This 
branch was much smaller and, from 
the branch's balance sheets, was in 
better condition than the home Office, 
with the exception of the Nichols Rug 
Joan account of $1.000,000. The other 
outstanding items are being rapidly 
turned into cash. In fact, a remit- 


tance was received in Shanghai soon . 


after Mr. Lucker took charge of 


$96,000. 


Nothing From Raven Trust 


The Raven Trust Company will 
have little, if anything, to offer to 
the creditors. Considering the amount 
of money deposited in the Raven 
Trust Company by the public in the. 
form of fixed trust certificates, the 
Joss to the creditors will be terrific. 
The fact that the other companies had 
operated for some time past on over- 
drafts in the Bank, amounting to 
nearly two million dollars, indicates 
that a great deal of the cash put into 
the Raven Trust Company and the 
Finance Corporation was wasted. 


The Finance Corporation presents a 
problem and very little will be avail- 
able for the creditors. The practice 
of re-hypothecating with other banks 
and E. A. Pierce & Co. in New York 
of customers’ securities, even when 
wholly owned by the customers, pla- 
ced in the Finance Corporation as 
collateral against loans or margin ac- 
counts, has created a situation that is 
extremely bad. Those who owe money 
to the Finance Corporation, while 
willing to pay upon return of the 
securities they have as collateral, will 
not do so because it is impossible for 
the liquidator to gain possession of 
these securities, which have been re- 
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‘American Oriental Banking 

Corp. oe ecw ceec ce sceeseseeeee $4,584.00 
American Oriental Finance 
* Corp. Faia Vereen de . 850.00 
Raven Trust Comp®”v......- 1.275.00 


hypothecated with other banks. In]' 


other words, there is no money in 
the Finance Corporation for the 
liquidator to use in paying off the 
Finance Corporation's obligations to 


' other banks to free the customers’ 


ties they hold as collateral. 


‘ers’ money of the Bank was inves 


Affiliated and associated 

companies eas eeeees $1,888,000.00 
Officers” ....--. . 236,000.00 
Automobile companies .... 2,185,000.00 
-Rug manufacturing com- 

Panies 2... eee eee eee eens 1,100,000.00 
Drug dealers ...... 341,000.00 


has his organization working in 


‘ three companies which are in liqui es 


tion, as well as in the Asia Re 
Company. The complete statem 
and analysis of each one of the c 
panies will be given out within 
next two months. These statem 
will show the exact condition of 
four companies mentioned, 
The following is a condensed su 
mary, prepared by Mr. De Va 
of the approximate manner 
which the depositors’ and stockhol@- 


at the date of the closing of the 


{Bank:— 


| 


LoANS AND OVERDRAFTS 


Theatre companies 
Silk merchants” .-....-- ose 650,000.00 


Provision merchants, cold 

storage companies, etc. .. 569,000.00 
Sundry merchants ...-...- 558,000.00 
Individuals and various .. 2,300,000.00 
Otner IveMs. NetT ..-..--- 1,150,000.00 


$11,102,000.00 


Total 


Out of the above approximate total 
of assets of the Bank to be realized. 
during the period from the date of 
the appointment of the liquidator, 
there has been realized only a sum 
of $355,655.20. : 

Mr. Hough feels sure that a review 
of these figures will show that busi- 
ness conditions locally and the Roose- 
velt silver policy have little, if any- 
thing, to do with the condition crea- 
ted within the three companies due 
to the policy of the management. 


Liquidation Expenses 


Comparing the expense of the 
liquidation with the normal pay-roll 
of the three companies when they 
were operating, it will be seen that 
expenses are being held down to a 
minimum compatible with the type 
of work being done. The following is 
a schedule of the monthly expenses 
of the three companies, also the pay- 
rol] of the three companies before 
liquidation: 

Durinc OPERATION 


Banking 


Oriental 


American 
Corp. 
American 
Corp. 


$18,000.00 


Durinc LiQuipATION 


At the beginning of the liquida- 
tor’s work, it was necessary to retain 
a number of employees of the three 
companies in order to facilitate the 
work of the auditing and securing 
detailed information. As the work 
progresses, the 
will diminish. ‘ 

With regard to the monthly ex- 
Renses of the three companies dur- 
ing liquidation, Mr. Hough further 
said that the sum of $9,709 includes 
the compensation to Mr. De Vault 
and his staff. No compensation has 
as yet been arranged for Dr. George 
W. Sellett, the liquidator’s counsel, 
and the amount to be awarded him 
for his services will not be fixed by 
Jydge Helmick until the liquidation 
ig complete. Similarly, nothing has 
yet been said regarding Mr. Hough’s 
compensation, although a _ figure 


probably will be arrived at by the] 
Judge when the liquidation is finished, |. 
“should there be anything left,” he]. 


concluded. 
b) i 


_ SUNDAY, JULY 21, 


Mr. Henry S. De Vault, the audi F 


liquidator’s pay-rollj 
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| Two Years Needed 
|To Liquidate Bank 


--0.B.C, Collections 
Will Require Time, 
| + Mr. Hough Says 


Probably two years or more will 
be required for liquidation of the 
American-Orienta) Banking Cora 
| poration, and at the present 
time it is quite impossible to say 
when an initial payment to deposi- 
tors can be made. 

‘These disheartening tidings were 
obtained this morning from Mr.’ 
Frank L. Hough, liquidator for the 
bank and two other Raven pro-- 
perties, who intimated thag_the 
more he we be be nat ne 
the wo: emed,.The gen- 
Peral py 
tains fa 


“It’s a mess," he said. “There 
is no way tnat 1 can make an 
estimate as to when the depositors 
will get something—I wish I could. 
Some of tne 10ans nave prot 
absolutely hopeless and others wut 
require a great ceal or time for 
any appreciable coliection:. - 

“The situation has proved e great 
surprise. When I came in, with 
$6,700,000 in foans outstanding and 
not counting obligations from the 
other Raven companies which I 
immediately counted out of -con- 
sideration, it seemed reasonable to 
assume that a call of these loans 
would bring in at least $400,000 or 
$500,000 the firsts month. Ten péer 
cent the first month would not 
have been unreasonable, in fact. 

No Short Cuts 
“As a matter of actual fact we 


circumstances, to shorten a some- 
what drawn-out liquidation period. 
Mr. Hough made clear. On the 
other hand, he hopes that the other 
“companies, especially the Raven 
Trust, can be liquidated sooner aad, 


‘he sees no special obstacle in the x 
-way of this. 3 
TT SP 2 
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SHANGHAI TIMES, FRIDAY. JULY 


—— 


A.-O.B.C. LIQUIDATION 
Editor, 
THE SHANGHAI TIMES 

Sir,—Through the courtesy of 
your columns, I wish to express 
my views to all depositors in the 
‘A.-O.B.C. with the object of unit- 
ing in one common cause to re- 
cover the largest amount of our 
deposits. 

It seems to me that depositors 
should be chiefly interested in the 
collections of the $6,775,435.75 


in Tientsin. (Why are.such firms 
allowed tg_cohtinue business when 


up. to. the_present time they are 
naving hack : itt 
Hares t 


ema t only 30 per cent. 
fhe oh linuidation-ot 

than_allow them to continue busi- 
ness_ indefinitely an 

Keep. ng they _ 

loar “some ou 


date. Thirty “per 
from this total of loans in Shang- 
hai and Tientsin would be $2,700,- 
000.00 roughly. There is $1,015,- 
436.71 due from Asia Realty which, 
we are told by the liquidator, is 
fully covered by mortgage on the 
bank building in Shanghai. About 
$2,000,000.00 can be recovered 
from other Shanghai and Tientsin 
assets such as “Advances against 
bills for collection,” “Bills Pur- 
chased,” “Bills Discounted.” “Cus- 
tomers Accentances,” “Due from 
Compradore.” _ “Home office ac- 
count” “Cash Receivable,” “Invest- 
ments” and “Accounts Receivable.” 
All the above, added together, 
makes a total recovery of $5,700,- 
000.00, in other words, a sure 80 
per cent. return for depositors (de- 
vosits in Shanghai and Tientsin 
tetal appreximately $7,000,000.00). 
Therefore in the interest of all 
depositors, why not make sure of 
30 per cent. recovery from. all 
large outstanding loans by fore- 
closure on such firms, instead of 
waiting two or three years for 
them to repay 50 per cent. (227) 
of their loans. During these two 
or three years of waiting, funds in 
the bank will surely be reduced by 
liquidation expenses running into 
several hundred thousand dollars. 
If, however, the liquidator guar- 
antees that he will be able to col- 
lect more than 30 per, cent. of the 
entire lot of loans by allowing 
firms to continue business, there- 
by ensuring 100 per eent. return 
for depositers during the course of 
the two or three years waiting, 
then he would show great wisdom 
in allowine these firms to carry 
on—not otherwise. 
“WATCHFUL DEPOSITOR.” 
Tientsin, July 2, 1935. 
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‘Liquidator Files ‘Two “New, 
' Suits Against Mr, Raven.: 


4 “Wrongful And:Fraudulent” Receipt Of A Sum of | 


Tls. 135,000 From The Asia Realty Company 
Alleged In Complaint 


' *“Alleging that his receipt and 
retention of a sum of Tls, 135,000, 


voied to him as arn honorarium 
iby the <Asia_ Realty Company 
‘Federal Inc. U.S.A., is “wrong- 
i ful and fraudulent,” Mr. Frank 
L. Hough, Trustee of the Com- 
| pany, yesterday _ filed with the 


‘United States Court for China a 
(suit against Mr. Frent: J. Raven 
‘in which repayment of that sum 
is demanded, plus interest at the!' 
rate of six per cent. per annum; 
from January 16, 1932 to the date 
when repayment is made, 

A further suit, instituted in his, 
capacity as Liquidator of the | 
American-Oriental Finance Gor-. 
poration, was filed by Mr. Hough, 
demanding the return of a similar 
sum paid by that Corporation to 
My. Raven, also as an honorarium. 

These two suits, added to the 
suit previously filed — by Mr.; 
Hough as Liquidator of the 
American-Oriental Banking Cor-: 
poration, demanding the return 
by Mr. Raven of the TIs. 135,000; 
voted to him as ar honorarium 
by that institution, bring the 
total claims against the defend-|}. 
ant to the sum of Tis. 405,009. 
Hearing on all three suits will 
take place when Judge Milton J. 
Helmick returns from North 
China. 


‘ 


The Complaint - 


The complaint in the suit filed 
by Mr. Hough yesterday as Trus- 
tee of the Asia Realty Company 
reads, in part, as follows:— 

“At a meeting of the Board of 
Directors of the Asia Realty 
Company Federal Inc. U.S.A. 
held at Shanghai, China, on Jan- 
uary 13, 1932, at which time de- 
fendant was a Director and Chair- 
man of the Board of Directors of 
the said corporation and controll-|* 
ed said corporation ... and at], 
which meeting all, of the directors, 
excepting defendant, were pres-|; 
ent, a resolution in the following |} 
words and figures was un-} 
animously adupted: 

“Resolved that in view of the, 
lon and faithful service performed { 
without salary or other compen- ‘e 
sition by Frank J. Raven as Presi- t 
vent, Manager and Promoter of \ 
the Asia Company, an: 
honorarium Hundred = 
irty-five Thousand Taels (Ts. - 

135,000) be vofed to him in = re- 

cognition of work well and faith- * 

fully performed and : 

“Be it further resolved that the. 

Treasurer be authorized to make & 

this entire payment at once: pnd:- 

to write off from the books of this 

Company over a period of six (6) ¢. 

years, or fewer, One Hundred, 

Thirty-five 

133,000); the amount to be written: 
i off in the year 1932 to be Thirty- 

tive Thousand. Tacts (TIs. 35,000); , 


Realty 
of One 


| and the amount to be written off; - 


in any one year thereafter. ta be. 


Thousand Taels (T1s.:- 


governed by the net profits accru- 


ing to tnis Company during this 

period, 

And at the next meeting of 
said Corporation held at Shang- 


hai, China, on February 10, 1932, 
at which meeting defendant was 
present, the minutes of the first 
mentioned -mecting of January 13, 
1022 were read and approved. 

“On January 16, 1952, pur- 
suant to the aforesaid resolution 
adopted on January 13, 1982, 
Asia Realty Company Federal 
Inc. U.S.A. paid to defendant and 
defendant received frem it the 
sum of Sh. Ts. 135,000, being 
equivalent to $1&8,811.18, Chinese 
currency. 

Monthly 

a long period 
to January 13, 1982 de- 
received from and was 
Asia Realty Company 
Federal Inc. U.S.A. & regular 
monthly salary covering services 
rendered to said corporation and 
during the calendar year 1931 the 
regular) monthly lary paid bv 
said corporation te defendant .and 
received by him was Two Thous- 
and Dollars ($2,000), Chinese 
currency per month, and at the 
time the aforesaid sum of 
Sh.T1s.135,000 was received by 
defendant, Asia Realty Company, 
Federal Ine. U.S.A. was not in- 
debted or otherwise obligated to 
defendant and defendant then 
‘and there: knew that said  cor- 
poration was not obligated to de- 
fendant for any services per- 
formed by defendant, and there- 
upon and by re n of the fore- 
going defendant was and became 
obligated in equity and ‘good con- 
science to immediately repay to 
the said corporation the sum of 
Sh. Tis, 135,000. 

“Since the payment of the 
aforesaid sum of Sh. Tis. 135,000 
by the said Asia Realty Company 
¥ederal Inc. U.S.A. to defendant, 
ithe said sum of Sh. Tis. 135,000 
has been due and owing by de- 
fendant to the said corporation 
and .although complainant has 
demanded of defendint payment 
of said money, defendant has fail- 
ed and refused to pay the same 
or any part thereof to the said 
corporation, and defendant is 
now indebted to said corporation 
in the sum of Sh, Tls. 135,000, 
and defenant’s receipt and reten- 
tion of the last aforesaid: moneys 
is wrongful and fraudulent in 
that at the time: said-.“moneys 
were received by defendant all 
salary and other compensation 
due him: had: already. been receiv- 
ed by .him.”. 2 


Salary 
“Por of time 
prior 
fendant 
paid by 


Bata t 
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TWO MORE SUITS AGAINST MR. 
F. J. RAVEN FILED 


Return of Honoraria Voted by A.O.F.C. and Asia 
Realty Co. Sought by Liquidator 


TIENTSIN A.0.B.C. MAY PAY 50 PER CENT. 


Bringing the total amount of || 
claims against Mr, Frank 4. Raven | 
to Tis. 405,000, two further bills of 


complaint, each for ‘Tls. 135,000, were 
filed with the U. S. Court for China 
by Mr. Frank Hough, liquidator, on 
behalf of the American-Oriental 
}Finance Corporation and the Asia 
‘Realty Co., yesterday afternoon. 

In the case of the Asia Realty Co.'s 
‘bil! of complaint, it is charged that 
ithe defendant's receipt and retention 
sof the money, voted him as a honora- 
rium for “long and faithful services 


‘performed without salary or com- 
pensation,” was “wrongful and 
inasmuch as for some 


> 
piraudulent” 
time prior to the passing of this re- 
‘solution, Mr. Raven had been receiv- 
‘ing a monthly salary of $2,000, which 
he continued to receive after the re- 
solution was passed and the money 
given him. 

Mr, Raven will not be served with 
a writ of ne exeat, preventing him 
from leaving the country, as was 
done in the case of the American- 
Oriental Banking Corporation, as 
the one writ will be quite sufficient 
to hold him within the court’s 
jurisdiction. 


The A. O. F. 


The bill of complaint filed by the 
liquidator of the American-Oriental 
Finance Corporation is, almost word 
for word identical with that filed on 
behalf of the American-Oriental 
Banking Corporation. 

At a meeting held on January 17, 
1932. at which al) the directors and 
Mr. Raven, were present, the follow- 
ing resolution was passed:— 


C.’s Claim 


Resolved that in view of the long and 
faithful services performed without 
salary or other compensation by Frank 
J. Raven as President, Manager, and 
Promoter of the American Oriental 
Finance Corporation, an honorarium of 
One Hundred and Thirty-five thousand A 
Taels (¥135.000). be voted to him in 
recognition of work well and faithfully 
done; and . 

Be it further resolved thatthe Trea- 
surer be authorised to make this entire 
payment to the said Frank J. Raven at 
once; and to write off from the books 0: 
this company over a period of six (6! 
years, or fewer, One Hundred and } <« 
Thirty-five thousand Taels (¥135,000), 
the amount to be written off for any 
one year thereafter to be governed by 
the net profits accruing to this company 
during that period. 

As in the case of the Bank, 
liquidator alleges that when Mr, 
Raven received this money, the de- 
fendant kneW that the corporation: 
was insolyent; an order is requested 
in the amount of Tis. 135,000, together 
with interest at the rate of six per 
cent. per annum from January 19) 
1932. to the date when payment shalli 
be made by the defendant. : 


Asia Realty’s Payment of Salary 


The bill of complaint filed bv the; 
Asia Realty Co.,, however, differs: 
, somewhat, inasmuch as it alleges that 
ialthough a resolution worded similar- 
ly to that of the other two companies 
was passed. the defendant in this 
case was in receipt of a monthly 
salary, on which nothing was due, or 
J owing. - . 3 


The resClution, which was passed 
at a meeting of the board of directors, ; 
at which the defendant was not pre- | 
sent, on January 13, 1932. ran as| 
follows:— i 

Resolved that in view of the long and 
faithful services performed without | 
salary or other compensation by Frank |. 
J. Raven as President. Manager, and , 
Promoter of the Asia Realty Co., Fed. 
Inc., U.S.A.. an honorarium of One i 
Hundred and Thirty-five thousand Taels ‘1 
(¥135.000). be voted to him in recogni- 
tion of work well and faithfully done; 
and 

Be it further resolved that the Trea- 
surer be authorised to make this entire 
Eayment to the said Frank J. Raven at 
once: and to write off from the books of 
this company over a period of six (G6) 
years or fewer, One Hundred and 
Thirty-five thousand Taels (¥135,000). 
the amount to be written off in the 
year 1932 be Thirty-five thousand 
Taels (335,000). and the amount to be 
written off in any one year thereafter 


to 


‘to be governed Ly the net profits ac- 


cruing to this company during that 
period. 

The defendant, continues the bill 
of complaint, was present at the next 
meeting of the board of directors, 
on February 10, 1932, when the 
minutes of the meeting of January 
13 were read and approved. Tha 
complaint continues that “for a long 
period of time next to January 1%, 
1932" Mr. Raven received and wis 
paid by the Asia Realty Co. a re- 
gular monthly salary covering al 
services rendered to the corporation; 
during 1931, his regular salary ws 
C.$2,000 per month, and at the time 
the Tis. 135.000 was paid over the 
Asia Realty was not indebted to the 


defendant. 
“Wrongful and Fracdulent” 


Paragraph 8 of the bill of com- 
plaint continues:— 

Since the payment of the aforesaid 
sum of S. Tis. 135,000 by the said Asia 
Realty Co., Fed. Inc., U.S.A... to de- 
fendant, the said sum of Tis. 135.000 has } 
been due and owing by the defendant to 
the said corporation_and although com- 
plainant has demanded of defendants 
‘payment of the said moneys defendant; 
has failed and refused to pay the same. 


or any part thereof ta the ssid cor- 
foration, and defendant is now indebted 
to the said corporation in the sum of 
Tis. 135.000 and defendant’s receipt and 
detention of the. last aforesaid mnnevs 
is wrongful and fraudulent in that at 
the time said moneys were received by 
defendant afl salary and other com- 
Pensation due him had already been 
received by him. 

The Court is asked to make an 
order in the amount of Tis. 135,000, 
together with interest at the rate of 
six per cent. per annum from Jan- 
uary 16, 1932, to the date when pay- 
ment shall be made by the defendant. 
It is aNegéd defendant knew the com- 
pany was insolvent at the time. 


‘the bank, Mr. Hough said yesterday 


‘ been received from that office. 


-in the dolar. 


‘National Holiday, but “it will be just 


the 


Court Proceedings Later 


Court proceedings by the three 
companies against Mr, Raven will not 


lake place for another week or so, 
as Judge M. J. Helmick is still in 
Tientsin, engaged on a number of 


cases. ; 
Regarding the Tientsin branch of 


that a certain amount of money had 
If the 
total amount outstanding could be 
received, he said, depositors would 
easily be able to receive fifty cents 
It was aiming one's 
hopes rather high, he intimated, how- 
ever, to expect anything like the full 
amount owing to be received. 
Nothing, he said, could be expected 
from the liquidation of the American- 
Oriental Finance Corporation’s branch 
in Hongkong. as that branch came 
under the jurisdiction of the British 
Court, which would naturally appoint 
its own liquidator. A similar state 
of affairs extsted with regard to the 
company’s offices in Manila. 
Meanwhile, work is proceeding 3°}; 
a hard pace in the liquidator’s office 
here. To-day is July 4, America’s} 


the same as any other Thursday to }j 
us,” said Mr. Hough, laughingly. 
Office equipment, such as_ fans, 
typewriters, etc.. are being sold off 
individually or in lots, as fast as 
possible, the appraiser having put a 
fair second-hand price on them, he 
Said. 
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THE CHINA PRES 
oa 2 More Suits: 
(Will Be Filed 


‘Against Raven! 


{ rere | 
‘Hough To Start New 
Actions This Morning 
In United States Court 


QuestionedHonorariums | 


All Total ¥405,000- 


Two more suits will be filed) 

against Mr. F. J. maven, former} 
president of the American-Oriental | 
Banking Ccrporation, in the United 
States Court for China this mern-| 
ing. 
‘This is according to a statement; 
Imade bv Mr. Frank L. Hough,| 
liquidatcr cf the defunct bank. ye 
terday following a conference witt 
{Dr. George Sellett, legal adviser t 
ithe liquidator. 
{The -conversations between Mr.: 
‘Heugh and Dr. Seliett cccupicd| 
most cf the afternocn. The ses-} 
isfon came tc an end about 5 p.m., 
land a few minutes later Mr. Hough 
‘stated the two additicnai suits, 
j contemplated for some time. would 
definitely be filed. 

The actions to be filed this 
morning will be additional and 
similar to the one filed against 
Mr. Raven last Saturday, in which 
the return of a bonus cf Tls. 135,000 
granted to the banker in 1932 by 
the board of the American-Orien- 
ln Banking Corporaticn was ask- 

; In both cases, it is understccd, 
che amounts will be approximately 
whe same, while one of the honor- 
iriums in question was that votec 
Mr. Raven by the board cf tne 
Asia Realty Company. The other 
yonus involved was one granted the 
Ymancier by the American-Oriental 
inance Corporation. | 

When the business of filing the 
idditional suits has been complet- 
xd this morning, the total amount 
sequested from Mr. raven by the} 
iquidator will be approximately ; 
Tis. 405,000. ' 

Filing of the two suits today will , 
rot involve further writs ne exeat: 
so insure Mr. Raven's presence | 
within the jurisdiction of the court | 
since: the first writ, served Satur- 
day shertly ‘before midnight, is 
deemed adequate to cover = the| 
whole situation. Under the terms ! 
of the’ first writ, Mr. Raven was | 
requited ‘ta, post a bond pf U.S. #20,- 
000. This was accomplished iatc 
Monday afterncon, four guarantors 
having been obtained by the. ex~ 
banker to- sign the bond. 

Suits against other ‘leading dev- 
tors ‘are now being prepared, Mr. 
ough said yesterday, and it is 
expected that a few of these will 
be signed this week. In the mean- 
‘time, the routine work of liquiaa- 
tion is proceeding, slowly perhaps, 
but making progress. All means 
possible to turn the bank’s assets 
into cash are being utilized, even 
to the selling off of the furniture ‘ 
that Js not needed by the liquida- 
tors. 

Overhead costs of liquidation are. 
being reduced as rapidly as pos-! i 
sible, the staif constantly dwinu- Se i 
ling in number as the need 10t | ¥ ¥ 
detailed assistance passes. en, all 


ort # 
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BANK PRESIDENT SUED B 
LIQUIDATOR 


Mr. F. L. Hough Files Action Against Mr. F. J. 
Raven for Return of Tls. 135,000 Honorarium 


CHARGES CONCERN WAS INSOLVENT 


Writ Preventing Defendant Leaving Jurisdiction 
of Court Issued: U.S. $20,600 Bond 


EMANDING the instant return of Tls. 135,000 from Mr. F. J. 
Raven, former President of the American-Oriental Banking |, 
Corporation, and holder of similar high positions in the American- 
Oriental Finance Corporation, Asia Realty Company, and Raven 
Trust Company, a bill of complaint was filed with the U.S. Court 
of China on Saturday by Mr. F. L. Hough, official liquidator of the 
Bank. 

“Tam suing him,” Mr. Hough said yesterday, “to return this 
Tis. 135,000 to use for the creditors.” 

Further, shortly before midnight on Saturday, Mr. Raven was] 
prevented from leaving this country hy a writ of ne excat also 
filed by Mr. Hough, who alleged that Mr. Raven “designs quickly 
to depart from the Republic of China and the jurisdiction of this 
Court.” The writ was endorsed by Judge M. J. Helmick, who 
set the security to be submitted by Mr. Raven at U.S. $20,000. 
Mr. Raven stated yesterday that he had no intention of leaving. 


At 6 p.m. yesterday it was learnt 

HEAD OF A.O.B from Mr. Faupel that Mr. Raven 
A.V. C. had not produced the bond of U.S. 

$20.000. Mr. Fanpel said, however, in 


SURPRISED OVER view of the fact that it was a Sun- 


day and naturally difficult for Mr. 
ORDER FOR BOND Raven to raise the necessary security, 
he had decided to stay any further 
action until Mr. Raven was given the 


* is opportunity f furnishi 
Had No Intention of Leaving tosday. ny O8 furnishing, the eens 


Shanghai, Says Mr. Raven He stated that Mr. Arthur Peterson, 
Deputy Marshal of the U.S. Court of 
China, would be staying at Mr 


Raven's residence, 555 Hungjao Roadé: 
during the night. 


HONORARIUM ACCEPTED 
AFTER LEGAL ADVICE 


Mr. F. J. Raven yesterday afternoon 
received newspapermen who called on 
him at his home, 555 Hungjao Road, 
and for half an hour answered ques- 
lions concerning the affairs of the 
Raven Trust, American Oriental 
Finance Corporation, and the Ameri- 
can Oriental Banking Corporation, 

Mr. Raven said he was surprised 
that the U.S. Court had issued a writ 
forbidding him to move from Shang: 


Resolution Passed By Bo®rd 


The actual wording of the resolutio 
Passed by the Board of Directors o: 
the American-Oriental Banking Cor 
poration on January 13, 1932 which Mr. 
Hough says shows that the bank must? 
have been insolvent at the time, reads 
as follows:— 


Resolved that in view of the long an 
faithful services performed  withou 
salery or other compensation by Fran 
J. Raven as President, Manager, an 
Promoter of the American-Orientay# 
Banking Corporation, as honorarium 0 
One Hundred and Thirty-five thousan 
Taels (135.000), be voted to him in 
recognition of work well and faithfully! 
done; and 
Be it further resolved, that the Trea- 
surer be authorized to make ae regs 
ment to the said Fran! > ven 2 
once. and to write off from the books of 
this company over a period of six years, 
or fewer, One Hundred and Thirty-five 
thousand ‘Taels (¥135,000), and the 
amount to be written off in the year 
72942 to be Thirty-five thousand ('¥35,000). 
and the amount to be written off in any |: 
year thereafter to be governed by the}, 
net profits accruing to this company |' 
during this period. 


In an interview with the press, |: 
Mr. Hough drew attention to the 
following facts, that “Ts. 135,000 
was to be paid at once to Mr. 
Raven.” “that the sum .was-to “de 
written ‘off the books the bank} 

over the period of six years,” “that 
: that.time* the bank:.did nok owe 

:2(Mx. Raven) any money,” all 

of which went to show that the bank 

savas insolvent at that ,time and,. in 

his opinion, Mr. Raven must have 
been aware of the situation. 

a e 


re, 


3 


mui, as Re had never intended to 
leave the port. The bond required 
by the U.S. Court, he said, will de- 
finitely be furnished, probably to-day. 
Mr. Raven refused to disclose the 
name of his guarantor. 

Questioned regarding the honora- 
rium of Tis. 135,000 given him by the 
American Oriental Bank in January 
1932, Mr. Raven said that this amount 
had been properly voted, that he ac- 
cepted it after taking legal advice. 
and that he was convinced that the 
concern Was solvent at that time, as 
well as subsequently. As regards the 
amortization of the amount jin the 
beoks of the bank over a period of 
six years, Mr. Raven said this was 
simply a matter of book-keeping and 
that he did not see anything strange 
in it. He was not an accountant: 
the bank’s manager was a good ac- 
countant, and the bank employed a 
good firm of auditors to examine the 
books. - 

Frozen Accounts 


When the American Oriental Bank 
closed, Mr. Raven hoped and thought 
thut it would pay 100 per cent., and 
he still thinks that it can pay this, 
although it may take years. The 
bank, he said, in common with many 
other banks in Shanghai, had large 
frozen accounts: where other banks 
ean draw on the:r head offices abruad, 
hewever, the A.O.B.C. cannot, its 
head office being in Shanghai. 

Should business improve. the frozen 


accounts might be liquidated more 
iapidly, but should there be no im- 


provement, it would take a long time, 
As the Raven Trust holds shares in 
the American Orienial Finanes Cor- 
poration, which in turn holds shares 
in the A.O. Bank. the accounts of 
the firs: two depend on the last, Mr. 
Raven continued. 

One more question was asked Mr, 
Raven, whether he personally had 
owed money to the Raven Trust. He 
denied this and said that, on the con- 

trary, he had put alt he could into 
‘ the Trust, as it had “harder sledding” 
‘ than the other concerns as it Jargelv 
} depended on these lattery, 


- 


a —— 


» made the necessary order for security 


Further Actions Impending 
Mr. Hough said that at about the 
same time the American-Oriental 
Banking Corporation passed a resolu- 
tion granting Mr. Raven a bonus of 


Tis. 135,000, bonuses of similar 
amounts were granted to him ‘by 
both the American-Oriental Finance 
Corporation and the Asia _ Realty 
Company. 

Both of the two latter concerns, 


the American-Oriental Finance Cor- 
poration and the Asia Realty Com- 
pany, would be bringing similar pro- 
ceedings against Mr. Raven in the 
near future, Mr. Hough continued. 


Another fact revealed by Mr, 
Hough yesterday was that’ the 
American-Oriental Banking Corpora- 
tion was. originally chartered in 
Connecticut as a trading .company 
under another name. When,  how- 
ever. the office was opened in Shang- 
hai -it did banking business. 

“The Raven Trust Company is in 
zx terrible position,’ Mr. Hough men- 
tioned during his interview, “and I 
cannot see that there is going to be 
anything.” Regarding the American 
Finance Corporation Mr. Hough 
said that there was a lot of money 
involved but “whether it belongs to 
me,” he added, “I do not know.” 


Everything possible was being done 
so that creditors and depositors of the 
bank should benefit, Mr. Hough said. 
He puid a tribute to the loyal work 
of Mr. H. S. de Vault, certified 
public accountant under his direction, 
and finally he mentioned that there 
was still an enormous amount of 
work to be done before things were 
straightened out. 


The order he had asked for in his 
bill of complaint Mr. Hough said, 


reading from a copy of the bill of | 


complaint, which he held in his 
hands. “that the defendant (Mr. 
Raven) pay to complainant the sum 
of $188,811.18, which is the valuc 
equivalent to Sh. Tis. 135,000, to 


gether with interest at the rate of sixs 


per cent, from January 13, 1932, to, 
the date when payment shall 
made.” 


Court Proceedings Later 


Court proceedings, Mr. Hough said, 
would be the outcome of his filing 
the bill of complaint, but nothing was 
likely to take place for the next fort- 
night because Judge Helmick, who 


LS 
ares 


on the writ of ne eacat on Saturday. 
left for Peiping yesterday afternoon. 
Afterwards he is proceeding to 
RE Tientsin, where a number of cases 
mare to come before him, and it will 
probably be a fortnight before he is 


Mm back ayain in Shanghai. Ae 


- 
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“NE EXEAT” } 


The filing of a writ of ne ereat in 
the U-S. Court and the presentation 
of a bill of complaint against Mr. 
E. J. Ravey constitute a further stage 
in the investigation of the affairs of; 
the _American-Oriental Bankin 
poration ynder the Yiquidation pro- 
céedings. Developments will be 
awaited with interest. The immediat 
eause of the action taken was ai 
desire to ensure the presence of Mr. 
Raven within the jurisdiction of! 
the U.S. Court while the affairs o 
his companies were under investi-) 
gation, for apparently, information of, 
his intention to leave Shanghai for 
the United States somehow reached 
Mr. F. L. Hough, the Liquidator. 
Mr. Raven has now stated that no 
such intention was entertained by 
him. However that may be, the 
proceedings now taken should help 
to clarify the position, on which, 
manifestly, there is some difference 
of opinion. The Liquidator has 
clearly been able to unravel the ac- 
counts with considerable rapidity, 
judging from the information which 
he has now made public. Mr- Hough 
makes no secret of the fact that ta 
this result the services of Mr. H. S. 
Vault, an auditor of acknow- 
Nedged eminence, have greatly con- 
‘tributed. 
a 


| 


THE SHANGHAI TIMES, 


TUESDAY, JULY 32, 


Four Prominent Americans 
Give Bond For Mr. Raven 


Amount Deposited Just 


By U.S. Marshal; 


Before Dead-Line Fixed 
Signatories Each 


Responsible For U.S. $20,000 


At 4.55 p.m. yesterday, just five 
minutes before the dead-line set by 


the Marshal of the United States | 


Court, a bond was posted with the 
Court for the sum of U.S.$20,000 
as surety for the continued_pres- 
ence here of Mr. Frank J. Raven, 
president of the defunct American- 
Oriental Banking Corporation, 
who was threatened with incar- 


- Oriental Banking Corporation, in 


jnow in 


ceration in the event of his failure 
to find the stipulated surety. 

Those signing the bond were 
Mr. C. H. French, Chairman of the 
American Chamber of Commerce 
and Vice-President of Messrs. 
Andersen, Meyer & Co., Ltd.; Mr. 
George A. Fitch, General Secretary 
of the Foreign Y.M.C.A.; the Rev. 
Charles L. Boynton of the National 
Christian Council, and Dr. A. M. 
Dunlap. 
} The four signatories assumed’ 
responsibility, jointly and several- 
ly, for the total amount of the 
bond, which will be forfeited in the 
event that Mr. Raven shouid de- 
| part from the Republic of China 
lor the jurisdiction of the United 
‘States’ Court. This means that 
any .one of the signatories may 
‘be galled upon to pay up the full 
‘amount, should Mr. Raven leave. 

: Final Formalities 
'  ¥Formalities in connection with) 
the posting of the bond were car-: 
ried out inthe office of Mr. Edward | 
L. Faupel, United States Marshal. 
It took the. Marshal a full hour 
to satisfy himself as to the quali- | 
fications of the signatories. When | 
this was dong, signatures were) 
‘appended to the documents and F 
iMr, Raven, who attended through- 
out the proceedings, walked out of |. 
ithe Court building a free man once| 
| more. ‘ 
In addition to the signatories |' 
‘and Mr. Raven, those who were|' 
present included Mr. Felthan Wat-;' 
son, U. S. District Attorney, Dr. } 
George SeMett, legal adviser to the 
Liquidator’ of the American- 
Oriental Banking Corporation, and |- 
Mr. Cornell S. Franklin, attorney 
‘to Mr. Raven. 
Terms Of Order 

| Mr. Raven was required by an 
order of the United States Court 
to furnish bail or security in the 
‘sum of U.S.$20,000 following a 
complaint lodged by Mr. Frank L. 
Hough, Liquidator of the Raven 
companies, charging that he had 
received from the American- 


aewewe 


1932, an honorarium of Tls, 135,000, 
while the. concern was insolvent 
and unable to meet its liabilities. 
Repayment of this sum is demand- 
ed by the Liquidator. 

The complaint was lodged with 
the Court on Saturday evening and 
was served on Mr. Raven at his 
Hungjao Road residence a few 
minutes before midnight, together | 
with a Court order requiring’ him; 
to put up bail or security. Over 
the week-end and until the bondj. 
was posted, Mr. Raven was kept}: 
junder close surveillance by e 
Marshal of the U. S. Court and his 
deputy. Y 

Hearing on the complaint will 
not take place for at least another 
two weeks, and possibly longer, 
since Judge Milton J..Helmick is 
North. China, - holding 


err a ee 


| sessions of the U. S. Court in Pei- } 


ping and Tientsin. 


(Raven Placed In 
Court Custody, Must 
Post Bond, Stay Here 


E CHINA PRESS, MONDAY, JULY 1,°1983__! 


‘SNe Intention 


| Nothing Unusual 


| “J never had any intention 
jetaesoever cf leaving Shanghai 
anc? I was most surprised to be 
served with the writ restraining 
my leaving.” Mr. Frank J. Raven, 
former head of the now-defunct 
American-Oriental Banking Cot- 
poration, the American-Orienta) 
Finance Corporation, and the 
Raven Trust Company, told press 
renresentatives yesterday afterncon 
at his home at 555 Hungjao Road 


IF. J. Raven Denies Trip Planned, 
Says Writ A Complete Surprise 


Whatsoever Of Leaving,” Head 
Of Defunct Bank Tells Reporters; 
In Payment 


Declares 
Of Bonuses 


paway from. 
for some time,” the 
| remarked. 

In answering questions, Mr. 
Raven said that the U.S. $20,000 
bond required in Judge Helmfck’s 
writ would probably be posted to- 
‘day. He wculd not reveal wha was 
arranging the bond and ridiculed 
rumors that it was being arranged 
by Mr. C. V. Starr. 

Commenting on the closing “of 


I expect to stay here 
ex-president. 


Mr, Raven on Saturday was plac-|the three concerns, Mr. Riven said 
ed in the custody of the U.S./that he is still of the opinion that 


Court for China by Judge Helmick 
following 2 bill of complaint filed 
by Mr. Frank L. Hough, Hquidsator 
of the three institutions, and must 
post 2 bond of U.S.$20,000. The 
bill of complaint alleges that & 
bonus of 135,000 was paid by the 
bank to Mir. Raven in 1932 at which 
time the bank was alleged to be in- 
solvent, 

“fhe honorarium mentioned in 
the bill of complaint,” Mr. Raven 
said, “was properly voted and I 
accepted it with legal advice. It 
was passed unanimously at a 
directors’ meeting.” 

No Intention Of Leaving 

“TJ Rave no intention of leaving 

Shanghai. I have nothing to run 


all three are solvent. He had 
stated when the bank closed that 
he sincerely hoped that the de- 
positcors and creditors would be 
paid in full and he still believed 
such payment will be possible. 
though it may take many years. 
The three companies have 
millions of dollars in frozen ac- 
counts, he remarked. 
Others Said In Same Boat 

Other banks in Shanghai, Mr. 
Raven said, are in the same condi- 
tion ‘that the American-Oriental 
Banking Corporation was at the 


time of its failure. Only these! -sum to. the Raven, ‘Trust Gampany j 


banks are able to draw funds from 
head offic in other cities while 


‘the- -American.Oriental Bank, with }. 


‘to pay 
isoiany: had suddenly, . “appeared on 


“pany, Mr. Raven 
“no personal, debts with the Raven 


‘| trary,” he remarked, “I~ constantly 


ion ven said that the'Amer- 


7 


Wanted To Help Out 

-Questioned- as to the allegation’ 
that he had in 1932, shortly after 
receiving bonuses from. the’ Ameri-: 
can-Oriental Bank, ‘the American- 
Oriental Finance Corporation, and 
the Asia Realty. Company, totalling 
about Tié.° 405,000, trazisferred’ the 


@ personal debt which al- 


tlie books of the Raven ‘Trust Com- 
said“that- he; had 


Company. “‘On the con- 


Frost ” When the Raven 
"haa tough ‘Bledding, 

we ,to help ‘it: out.” 
ring a concluding ques- 


aM 8 AE WTEC Bottle 9 onal cee 


ican-Oriental Banking Corporation 
was, organized as an ordinary ;.cor-|' 
poration under the ‘Jaws of €onnec- 
iéfout but that :its charter . included 
: the: oar ard carrying on of banking 

) .-addition to ordinary 


“Beit cdr inlet aden ate 
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~ 
pPtetonik Issues Writ Re- 
| quiring Ex-Bank Head 
To Remain In China; 

; Hough Files Complaint 


U.S. Trip Was Said Con- 
| templated; Payment OF 

Bonus, Insolvent Bank 
Alleged 


Mr. Frank J. Raven, former pre- 
sident, mannger, and promoter or 
the now-defunct American-Oriental 
Banking Corporation, the Raven 
Trust Company, and the American- 
Oriental Finance Corporation, which 
failed on May 24, was placed under 
ithe custody of the U.S. Court for 
China and is restrained from leav- 
ing Shanghai following the serving 
,of a writ ne exeat in equity issued 
Saturday by Judge Milton J. Hel- 
mick of the U.S. Court for China. 

Judge Helmick issued the writ 
following receipt of a bill of com- 
Plaint filed with the U.S. Court 
Saturday by Mr. Frank L. Hough. 
liquidator of all three concerns, 
and was served on Mr. Raven 
Saturday at 11:50 pm. by U. S. 
Marshal Edward L. Faupel at Mr. 
Raven's home, 555 Hungjao Road. 
Mr. Raven is required to post a 
U.S. $20,000 S0nd and told a Curva 
Press reporter that he expected ‘ce 
do so today. A bond of $2,500 re- 
quired by Mr. Hough has already 
been posted. 

Mr. Hough's bill of complaint ; 


Condition Is 


Deadline Today 
The original deadline for the post- 
ing of Mr. Raven's bond was set for 
‘yesterday but in view of the banks 
lbeing closed on Sunday, it has been 
set at about 5 p.m. today, Mr. 
Faupel, YU. 9. Marshal, told a CHINA 
Press reporter last night. If the 
bond is nat posted, Mr. Raven will 
be placed in the Amoy Road Jail. 
A U.S. Caurt official has been post- 
fed at Mr. Raven’s home on 555 
Hungjao Road since the writ was 
served. : 
In a press interview yesterday in 
;the now-darkened offices of the Commenting on the general pro-} 
American-Oriental Bank of Nanking gress of the liquidation, Mr. Hough 
|Road, Mr. Hough revealed a com- ‘tated that he was just beginning t> 
jplete picture of the reasons behind get a picture of the three com- 
jhis bill of complaint. .panies and that it world take 
He stated that Mr. Raven paid’ months more of laborious auditing 
2 call to him on Saturday and to get into further roots of various 
voiced his intention of leaving for; transactions. In regard to the pay- 
the United Statcs via Manila and ment of Raven Trust crevlitors, Mr. 
that he had advised against it. jrough said: “Frankly, I don't see 
“But I thought he might Jeave,” Mr. that anybody will act anything. . . 
{Hough said. It is dificult to say about the finance 
Auditors Praised corporation, there are s0 many 
Continuing, Mr. Hough said that-romifications and many millions off 
he has been serving as a liquidator, dollars involved. It will take many 
with the aid of Mr. Henry De Vault menths to get a better picture.” 
and his staff of auditors, to whom 


he gave high praise, for a month and Has Big Overdraft 


picture of the inner workings of the! niges the bonuses totalling about 
three defunct corporations. In addi- i745,9¢9, mit. Raven has: an over- 
ition to the ‘Tis. 135,000 bonus voted. Grart in the American-Oriental 


{by the bank, Mr. Hough pointed out pon: of about $60,000. “It is true 


that the American-Oriental Fin- (" 
ance Corporation and the that Mr. Raven lost every cent ef) 


Realty Company also voted identical his overdraft when the bank failed,” 


bonuses to Mr. Raven within the Mr. Hough stated. ‘ 
jsame few days, the three bonuses’ Commenting on the bank's me- 


totalling Tls. 405,000. Shortly after. thod of making loans, Mr. Hough; 


‘alleges that the American-Oriental | yards the balance sheet of’ the Said that it appeared as though 


Banking Corporation was, .with the 
\knowledge of Mr. Raven, insolven 
at the beginning of 1932 and tha 
on January 13, 1932, the bank 
directors authorized the immediate 
payment of a bonus of Tis. 135,000 
to Mr. Raven, the sum .to be writ-; 
ten off over a period of six years. 
Mr. Raven is therefore said indebted) 
to the bank for Tls. 135,000, and Mr. ; 
Hough desires payment with 6 per} 
cent per annum interest on $188,-° 
| 811.18, the equivalent sum in Chin- 
ese’, dollars. . ; 

Mr. Hough yesterday said that he 
did not know at present whether 
similar action might be taken 
against other Raven. officials but 
that. he intended filing two more. 
billig. of complaints against Mr. 
Raven ‘within ‘the next few days 


-Text-.Of Writ Given 


lows in part: 


rie P, 
are ta 


oats a 


this “Cpurt,” wi 
:Court. “And. in” 
* Raven: shal. refuse: . 
-bail ‘or : security, 

‘ keep: RSet 


Raven Trust Company disclosed a the bank never had a loan com- 
sum“of @bout Tis. 450,000 as an as- mitice but that the final say about 
set-in the form .of a personal debt: loans probsbly rested in one or twa 
due. from -Mr. Raven. The. s high cfficials of the bank. The 
showed" that this sum had been B@id branch of the American-Orienta! 

ivaritears 4  tacweeca, {Bank in Tientsin issued a loan to 
scan Fig QUE Ok two afterwards.the now-defunct Nichols Rug Com- 

“This. strikes me as a most! P2ny of almost $1,000,000. Despite 
peculiar co-incidence,” Mr. Hough, te fact that it allegedly seemed 
declared. “And within the next rew!®Pparent that the company might; 
days I intend to file similar bills of 124, this loan was carried for some! 


complaint and applications for writs time as an asset- on the books cf 


‘ne creat in regard to the two the bank, Mr. Hough said. 
‘bonuses paid Mr. Raven by thz2 .Mr. Hough also remmked that 


Anicrican-Oriental Finance Corpora-: While under the laws of Connecticut 
tion and the Asia Realty Company.” the corporation papers of the in- 
Mr. Hough aided that the resolu-, stitution entitled it- to conduct. 
tions in regard to the three bonuses! banking, it's charter primarily in- 
ate identical with the exception of! ferred that the. corporation was a 
the company names, even includ- trading company. If such a cor~ 


for: two bonuses of Ts. 135,000 each ing the phrase “without compensa-/ poration ‘wore operating ‘in Con- 
received: by him from the American- tion” though he was paid by at! ‘ ees 
Oriental .Finance Corporation and least one of the two other com-| kere probably. would not hav@dbeen 
the’ Asia- Realty Comrany in 1932. Panes. a 


necticut, many of the practiers 


permitted to occur,- the - liquidator 
“The remarkabie thing about the! remarked. . : gS 


‘|. The text of the writ issued to-the recolution is that-it shows that the Concliding, the liquidator said 
US." Marshal by Judge Helmick, bank was insolvent in 1932,” Mr. that .many ‘bank 2 

who-left yesterday for Peiping, fol- Soe oo ee — solvent: been writing him 

an esire, Oo vote a- jus, it is sibitities of payment; Several ‘e 

“Whereas ... . amongst other most natural that, it. would pay the sionaries had. been Seating tds 

things . .:. defendant is greatl; bonus. at onceand write it of atl who had (large accounts in - the 

indebted to said complainant anc once and mot’over a period of years}, “of; 


tors- had 


ceopened 
losed: ta include! 
-af nds: and’ 
Tis. 


had only started to get a complete wir. Hough also revealed that he- 


Lf a a a 


Frank L. Hough, liquidator of the Raven interests, to Judge Milton J. 
Helmick of the U. S. Cgurt for China, foliows in full: 


Frank L. Hough, as li- 
American-Oriental Bunk- 
brings this bill 
Frank J. 
compluina 


orator, 
! The 
ng Corporation 
afuinst 
your 


of com- 
Raven, and 


pluint 
and 


hereupon 
ays: 

1, The aforesnid The American-Orien- 
is a corporation 
under and by 
State of Con- 
and 


orator 


al Banking Corporation 
veanized and existing 
sirtue of the Jaws of the 
United States of America, 
than 10 years last .past has 


, necticut, 
jses more 

maintained offices and carried on a bank- 
Ee business in Shanghai, China, and Tien- 


tvin, Chinn, and newhere else, and is 
subject to the jurisdiction of this Honor- 
able Court. 

2. On May 2%, 
Anicrican-Oriental 
filed a bill 
titled court (In the 
Liquidation of The  American-Oriental 
king Corporation, Caute No. 3876, 
Civil No. 1813) praying for the appoint- 
ment of a Jiquidatur to take over all of 
its assets and business fer the purpose 
tef liquidating the same, auth upon hearing 
‘said Dill in equity your orator, Frank L. 
‘Hourh, a citizen of the United States of 
America residing et Shanghai, Chins, was 
iby. order of this Honorable Court on the 
| sea day of June, 1935, appointed liquida- 
tor of The American-Orientsl Banking 
Corporation, and your orator, Frank L. 
Hough, is now the duly appointed, quali- 
fied and acting liquidater of said cor- 
poration, and the business and affairs of 
sold corporation are now being liquidated 
by your orator. 

3. The defendant 
United States of 
| Shanghai, China, and now is and for more 
thnn 10 veurs Jast pact han been a director 
and president of the aforesaid The Ameri- 
can-Oriental Banking Corporation, 

4. During all of the period of 10 year= 
jast past defendant has controlled said 
The American-Orienta! Banking Corpora- 
tion by reason and virtue of the-fact that 
durink said period defendant has owned 
and controlled a majority of the vatine 
stock of Raven Trust Company. Federal 
inc. U.S.A. (a corporation), which last 
| corporation now owns and con- 


1935, the said The 
Banking Corporation 
in the ubove en- 

Matter of the 


in equity 


is a. citizen of the 
America residing at 


trols and during all of sald period awned 
end controlled a majority of the voting 
ttock in The American-Oriental Finance 
Corporation,, Federal Inc. U.S.A. 
poration). which last 
now owns and controls and di 
raid period owned 


7 (= cor- 
named corporation 
ing all af 


Am 
Corpozation is now fp 


Fahilities are grester, than™ ite: 
times... ee 


Text Of Hough’s 


| 
| 
1 
| 
The text of ihe bill of the complaint filed last Saturdey by Mr. 
Yer 
auidator of 


-*-- 


omplaint 


words und figures was unanimously 
adopted: . 
“Resolved, that in view of the lonz 
and fuithful xervice perfermed without 
salary or other compensation by Irank 
L. Raven as president, manager and 
promoter of The  <American-Orien 
Banking Corporation, an honorarium 
One Hundred ‘Thirty-five Thousand ‘Tucls 
('¥136,000.00) be voted 
cognition of werk well 
performed; and 
Be It Further Resolved, that the 
Treasurer be authorized to make thie 
~ entire payment to said Frank J. Raven 
at once; and to writp off from the 
bouks of this company over x_ period 
of six (6) years, or fewer, One Hundred 


to him in re- 
and faithfully 


Thirty-five ‘Thousand ‘Tacs CFING.- 
000.00); the amvunt to be wrilten off 
in the year 1932 to be Thirty- » Thou: 


sand Tals (FSG 000.00) aund the amonnt 
to be written off in any one year 
thereafter to be geverned by the 
profits neeruluy to this company durin 
this period.” 


And pursuant to the aforesaid resolution, 


on January 13, 1982, The Americon-Orien- 
tul Banking Corporation paid to defendant 
and defendant ri et from it the.sum 
of ShT156,000.00. being — equivalent to 
$188,811.18, Chinese currency. 

7. At the time the aforesaid sum of 5' 
¥135,000.00 was received by defendant, the 
American-Uriental Banking Corporation 
was nut indebted or otherwise obligated tu 
eefendant and defendant then aud there 
kuew that said corporation was then and 
there insolvent and that its ansdets were 
insufficient to mect ity liabilities and 
ebligations to its depositors and creditors 
and thereupon and by reason of the fore- 
going defendant was and became ubligated 
in equity and good conscience to nme. 
diatcly repav fo the \said corporation the 
asid sw eof Sh'F136,00y.00. 


8B. Since the payment of the afore aid 
sum of 8Sb¥136,00000 by the enid Th> 
American-Oriental Banking .Corporation t< 
defendant, the said moneys have been due 
and owing by defendant tu the said cor- 
poration and defendant has failed and 
refused to pay the eamé ar any pert 
thereck to the said corporation, and de- 
fendant is now indebted to said corpora- 
tion in. sid sum of ShP135,000.00. 

— “your orator prays, that e« 
; order be entered herein 


fieeariae oe bed complainant 
. nese currency, 
gauivalent to. BLTLIE. 
ith. interest. atthe: rate 
me the 18th 


i 
alla 


inabt may” have 


ef i Rey 
pee a rhee 
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By Be RESIST. 


A-O LIQUIDATION ! 


Inquiries made regarding the 


cess to L_conclusion. e 
work is, being conducted 


under judicial direction for the 
Liquidator, Mr. F. L. Hough, has 
‘been appointed by express orders 
af the United States Court. Mr. 
Hough “authorizes this journal to 
reaffirm his purpose of bring- 
ing the ‘affairs of the concerns 
in question’ into the full Tight or 
publicity in-due course. It must be 
understood that the proper examina- 
tion of the books and accounts is a 
labour of some magnitude and it is 
essential that full and accurate details |; 
shoul® be marshalled before state- 
ments can be made in complete 
elucidation of the position. Mr. Hough 
is preparing to take the necessary 
action for the recovery of sums due 
to the Corporation in order that the 
requirements of liquidation may be 
{fulfilled as promptly as possible. 


| OORT reer 


ry 
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Avupitinc of the accounts of the 

Tientsin branch of the American 
Oris ing Corporation wa 
nearing completion on June 22, ac- 
cording to Mr. Harry A. Lucker. 
Tientsin representative of Mr. Frank 
L. Hough, liquidator appointed bv 
the U.S. Court for China to liquidrete 
the bank and its affiliates. “Liquida- 
tion is taking place as rapidly as the 
audit advances,” Mr. Lucker - said. 
“Already we have started releasing 
articles in safekeeping. By Monday 
we will be clearing inward bills and 
making @emands for outstanding 
loans and _ overdrafts. Notice will be 
given later as to the time and man- 
ner of filing claims against the 
Tientsin branch of the A. O. B. C.,” 
he said, indicating that ihe claims 
{would be filed Iater in Tientsin 
vathor than Shanghai. Mr. Lucker 
emphasized the fact that no figures 
of financial statements could be 
issued regarding the Tientsin branch 
because it is being liquidated as part 
of the general organization. ‘There. 
is only one liquidator, Mr. Hough, 
end IT am acting only in the capacity 
as his representative in  Tientsin,” 
Mr. Lucker said. The auditing i 
being done in Tientsin by Mr. Emi 
S. Fisher, who is representing th 
Shanghai auditor, Mr. De Vault, 


> 
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Statement Of 
Tientsin A-O 
Bank Issued 


‘Northern Branch Shown 
To. Be In Better Con- 
dition Than Parent 
Insfitution; Loans Less 


Cash On Hand, $57,000; 
Deposits, $1,497,076 


That the Tientsin branch of the. 
American-Oriental Banking Cor- 
‘}poration was in better position 
than the Shanghai bank is reflect- 
ed in a statement issued yesterday’ 
afternoon by Mr. Frank L. Hough, 
Hquidator of the bank and other 
,}Raven interests now in liquidation. 
For one thing, there was more 
.jcash on hand, the total for cash 
:;and cash items being $57,593.47. 
The loans and overdrafts totaued 
only. $1,299,762.85. Inasmuch as 
yesterday's statement shcws tne 
bank position at the close of busi- 
-/mess on May 23, Mr. Hough is: of 
‘}the opinicn that the figure . for 
3]/loans and overdrafts will probab?y 
Ujprove much lower when deeper ex- 
-{amination is made into the. affairs 
|of the branch, pa Be 
The total book resources ‘of the 
-|branch on May 23 are placed -at 


1) $2,162,192.12, while the total ‘liabili- - 


ties, including deposits, _ amount 
+ | $1,853,159.65. Deposits amount “to 
>| $1,497,076.76. : 
North Branch More Liquid 


cash and cash items is $57,591.47, it 
is not yet known just how much of 
this sum was actual cash. In the 
lovtal bank statement, the sum 
stated was a little more than $17,- 
000 and upon further investigation, 
it .was discovered that the © détual 
amount of cash was nct .foRGR 
more than $7,000 and that ‘a’ con- 
siderable portion. of the cash items 
sted old American-Oriental banx- 


notes, out .of circulation: «and 


worthless, which“ -were still éarried 
on the books of the corporation,’ It 
that. tno. 


-Although the figure listed unde: j 


show a mucn : 


Full Statement Given 
The ccmplete statement of the 


Tientsin branch follows: 


THE AMERICAN-ORIENTAL BAN. @ 
CORPORATION 
Statement of Resources and Liabilities 
of the Tientsin Branch as shown by the 
books of that Branch at the close of 
business May 23, 1935. 


SOOO 
HSHM MUNICIPAL POLICE 


S. B. REGBTRY. 


RESOURCES 

Loans and Overdrafts ...... $1,299,762.85 
Cash and Cash items 57,691.47 
Due from Banks ...... 47,947.22 
Home Office Account 116,840.93 
Advances. against Bil or ma eee 

CoNection .. 208,817.32", 
Bills PudShased 8,952.28 
Bills Discounted .. 47,604.41 
Customers" Acceptances 84,830.99, 

: Accounts Receivable, etc. .. 18,188.60. 
Furniture and Fixtures .... 25,169,21~ 
Customers’ Liability under i) . 

Letters of Credit and 
other Contra Items .... 256,636.86 
Total ..... ot sewenee $2,162,292.72 
—$__»— 
LIABILITIES os 
Deposita = ......24 a ecnan se $1,497,076.76 
Drafts Outstanding ........ 4,91R19 
Due _ to Correspondents and 
cae 10,006.66 
09 0°: 
26,609.16 4 
Other Liabilities ... 37,014.04 ,% 
Contra Items .....5..,..+++ 256,606.84 
t at 
Total ...--....ae+++ $1,868,159.65 
Sa 


sausage 
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SATURDAY, 


THE LIQUIDATION 


Mr. F. L. Hough's caustic statement 
regarding the progress of the colicc- 
tions under the liquidation of the 
American-Oriental Banking Corpora: 
tion Makés unpleasant reading. Die 
aNowance will at once be forthcoming 
for those debtors who are so placed 
that they cannot immediately meet 
their liabilities. They have a clear 
course cf action which some of them 
have taken—in a frank statement to 
the Liquidator who doubtless will 
take all the relevant facts into con- 
sideration in tempsring the wind to 
the shorn lamb. There are obviously 
others—who are trying to evade their 
responsibilities in the hope that by 
some means or other they may stave 
off the evil day of repayment or make 
a profitable bargain with the Liquida- 
tor, Mr. Hough is standing no non- 
sense and he will have the warm 
support of all the Bank’s unfortunate 
creditors in the firm legal action 
which he proposes to initiate next 
week in order to bring these debtors 
to a proper re@alization of their re- 
sponsibilities. Incidentally the state- 
ment, taken in conjunction with the 
figures already made public,: throws © 
a queer light on the confident assur- 
ances given at the time of the Bank's 
closure. Mr. Hough has evidently a 
heavy task ahead of him, but he is 
showing the right spirit of deter- 
mination. Creditors must feel that 
when the full implications of the 
failure have been revealed, appro-° 
priate measures will follow. 
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THE SWANGHAI TIMES, FRIDAY, 


O%ly Meagre Collection 
Of Loans, Overdrafts And | 
Debts Owed To Raven Cos.) 


| 
| 
Liquidator Hough Issues First Statement After | 
I 
| 


Fortnight’s Working And Expresses Extreme 
Dissatisfaction; A Cash Discrepancy 


COURT ACTIONS THREATENED IF MORE 
“DEBTORS [9 NOT RESPOND 


| Fresh light was shed o1 on the condition of affairs of the | 
American-Oriental Banking Corporation, the American-, 
;Oriental Finance Corporation and the Raven Trust Com-! 
| pany in statements issued yesterday by the Liquidator, Mr.j 
Frank L. Hough, showing the amount of the collections he| 
has succeeded in making during the two weeks ended June; 
18. All Joans, overdrafts and other debts due to the Bank 
and its affiliates were called by the Liquidator on June 4, 

yet the response, as the figures show, has been meagre in| 


1 
1 
i 
i 
i 


JUNE 21, 19 


“Yoans and overdrafts due to the 
American-Oriental Banking SEED 
oraticn, according to the books of 
the Bank, amounted to $6,775,435.- 
73, exclusive ot the amounts due 
by the affiliate concerns. Of this 
total, the Liquidator has succeeded 
in collecting only $32,449.62, or 
roughly one-half of 1 per cent. 

Further collections have been 
made under other headings, bring- 
ing the total amount realized in 
|the two-week period up tu $89,- 
782.80. 

Actual cash found in the Bank 
vault amounted to $13,527.72. as 
compared with $17,541.19, the sum 
shown in the books as being on 
thand on May 23, the last day on 
| which the Bank was open for busi- 


of $4,000, the Liquidator states, is 
represented by “worthless circula- 
tion’ found in the vault but carried 
in the books as an asset. This 
“worthless circulation,” Mr. Hough 
informed the press, consisted of 
banknotes of the American- 
Oriental Banking Corporation it- 
self, which had been out of circula- 
tion for some considerable time 
prior to the Bank’s closure, 
Finance Corporation 
In the case of the American- 
Oriental Finance Corporation, the 
Liquidator has succeeded, according 
to his statement, in collecting 
$4,166.92 of the $178,749.50 due 
( from correspondents. As regards |/ 
the Raven Trust Company, collec- 
f tions on loans have reached a round 
, $2,000 out of a total due amount- 
i ing to $226,902.82, 
ti Extreme dissatisfaction with the 
,{rate at which monies are comin 
:1/in was expressed by Mr. Hough 
:| yesterday. The Liquidator has 
.|a staff of about 35 working on the 
liquidations, and as he expressed 
-{it, there is not much more than 
+| enough coming in to meet current 
expenses, which are being kept 
down to a minimum. 
i Court Actions 
' 1 intane ta take immediate 


ness. The approximate difference | 


4 the extreme. i 


liquidate their indebtedness. in 
cases where we get no response we 
will be obliged to take recourse to 
legal action for recovery. We jin- 
tend doing that without delay.” ~ 
The full 
' yesterday are as follows:— 
i American-Orientat Banking 
Corporation 
Statement of collections made in 
realization of Assets during the two 
weeks ended June 18, 1935:— 
Balance shown 
Amount by the books 
Account Collected) May 23, 1985 
Loans and 
Overdrafts . $32,449.62 $6,775,435.738 
Bills) Purchas- 


ed 2. 6. BOR 2.48 235,974.57 
Advances on 
Bills for 


Collection QARR.02 252,972.33 


Customers 
Acceptances . 

Accounts Re- 
eeivable, ete, 

Miscellaneous . 


12,727.12 


ASLTC5A 


Total 


Cash found in 
Vault . . $18,527.72 BS 17,540.19 


Note:—-The difference of approxim- 
ately $4,000.00 between the amount 
shown above as taken from the vault 
and the umount shown on the asset 
statement as prepared from the books 
represents that amount of American 
’ Oriental Banking Corporation worth- 
‘less circulation carried as an asset. 


American-Oriental Finance 
Corperation Fed. Inc., U.S.A. 
Statement of Collections made in 
realization of Assets during the two 
weeks ended June 18, 1935:—- 
Balance shown 
Amount by the books 
Account Collected May 23, 1935 f 
Due from Cor- 


respondents $4,166.02 $178,749.50 
Raven Trust,Company, Fed. Inc., 


Loans Recviv- coe. 
able oo. . 

Henry S. De VAUtLt, 

Certified Public Accountant, 


$2,000.00 $226,902.82 


statements — issued. 


ROL ANDTT 


: 


URICIPAL P 


S. B- BEGIST 


——— eee 


The Shanghai Evening Post & Mereury, Wednesid 


Court Action 


Freparation of court actions 
azeinst debtcrs cf the American- 
Criental Banking Corporation who 
show no inclination ‘o effect a set- 
ticment is likely to start next week 
“unl-ss there's a sudden deluge of 
moncy coming in,’ is was indicated 


today by Mr. Frank LL, Hough, 
'} liquidator. 
Indications to date point to 


dreught ra‘her than flood in that 
1cspect, it is understcod, 

“Many of the pecple with loans 
and overdrafis have been hamimer- 
ed plenty already, so they're case- 
hardened.” Mr. Hough commen‘ed. 
“We don't like to act in court bul 
we certainly shall when und where 
it is necessary. I already have a 
pritty good idea of ithe main prob- 
abilities.” 

Either tomorrow or Friday a 
recond statement, which Mr. Hough 
Fromises will be “extremely in‘er- 
esting.” is to be given out by the 
lisculdator and this expected to pe 
highly enlightening as to details ot 
the bank’s position. The first state- 
ment merely gave the book show- 
ing as of the day of closing. 

Debtors of the bank take in many 
nationalities but it is believed that 
the majority are American so it is 
likely that the bulk of the _ suits 
will be filed in the U.S. Court for 
China. 


aly 


Is Planned — 


Against A.O.-Bank Debtors 


Fremises of the bank in Tientsin 
have betn taken over by Mr. Harry 
A. Lucker and Mr. Emil ©. Fischer. 
who has been appointed ‘Tients:n 
representative of Mr, Henry en 
vault, ncw conducting tho Shungkal: 


audit, has s‘art:d an audit of the 
Tientrin branch in conjunction with 
Mr. Lucker. 


titee bh 
hd Bus 
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_ the face value of $7,389.65, was dis- 


' liquidator's 


| as little as $5,000 on account. 


4 salaries. 


we are expending all our energies 


| possible.” said Mr: Hough in’ pointing 


NORTH- CHINA _DAILY NEWS, 


RARE COLLECTION 
OF OLD COINS IN 
A-O. BANK VAULT| 


ana seemed 


Qnly Cash Currency Found: 
Face Value of $7,389 


BIG DEBTORS PAYING 
LIABILITIES SLOWLY 


A rare collection of old coins, %f 
closed as the entire cash currency 
assets on hand when the liquidator 
opened the vaults of the Americans 
Oriental Banking Corporation at 2%, 
Nanking -Road. This collection in- 
cluded sen pieces, Hongkong dollars, 
U.S, ten-cent pieces, various other 
foreign money, and slightly more 
than 1,000 silver dollars. Approxi- 
mately $10,000 worth of cheques for 
collection made up the remainder of 
the $17,541.19 in cash and cash items 
listed as assets by the bank on its 
books. 


The above interesting disclosure 
was made by Mr. Frank L. Hough, 
the liquidator appointed by the U.S. 


Court, yesterday afternoon, who said |; 


that the funds now repose in a special 


Bank. 


Following the publication of the 
statement of the Raven companies 
assetg and liabilities, Mr. Hough 
stated that he had received numerous 
telephone calls and that the general 
concensus of opinion expressed was 
that “the situation seemed even worse 
than it had looked before.” He 
added:—“I am now getting down to 
the cold facts, and I don’t care about 
the romance of how it happened. I 
just want to know how much money 
we can realize on outstanding loans 
and what we are going to do.” 

Mr. Hough intimated that some of 
the items listed as assets on the 
bank's books were ‘not worth a 
nickel,” and that many should be 
removed as assets. 


Sitting at his desk -in his shirt- 


sleeves, Mr. Hough declared that he E 


had spent a busy day sending chits 
te the bank's debtors, trying to 
realize cash on outstanding loans. 
Fe stated that the smaller debtors 
who owed in the neighbourhood of 
between four and five , thousand 
dollars were paying in full 1t once, 
although those who owed the bank 
sums’ as large as $50,000 were paying 


Even as he talked, he received a 


cheque for $6,000 from one debtor. |’ 


He told an interesting tale qf a 
Shanghai missionary whose entire 
life savings were in the bank, and 
who also had an overdraft of $9,000. 


“Although this man was going home 
on his first long leave in 15 years 
and had children at home in college, 
he insisted on paying us the amount 
of the overdraft before his departure. 
It simply means that this man must 
start all over again.” 


The liquidator announced that only 
small salaried employees of the three |. 
bankrupt companies had received 
Department heads must 
wait until money is available, and 
officerg must wait «until the very |: 
last. “Employees,” he said, “will be |; 
paid 100 per cent. the first of all, 
according to their legal rights.” 

“We are getting a real and legal 
picture of the situation now that the 
bank’s books have been closed, and 
‘as 


in getting in iss much 


3] one million dollars. 


‘| includes Mr. 


account at the Chase f 


1935 


AUER? C- 


S. B. REGISTiL:. 
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ce tata ee 


out that the nioney: is pretty we 
out in loans. He also pointed 
that the bank building is owned 
the Asia Realty Company and 
bank has a mortgage on it. t 
estimated that this particular pi 
ef property should bring in at lea 


Hough and his staff, shin 
Henry S. De Vaul 
auditor, and the latter’s assistants,j 
now are checking securities. 
soon as this is worked down to con 
densed form, Mr. Hough said tha 
the liquidator’s offices would b 
moved from the bank premises. 


Mr. 


oe er eS: 


pe positors Amazed At Cash 
Shortage In A.-O. Bank 


' Work Involved In Detailed etailed Audit Will Take Con- 
siderable Time, Liquidator Asserts; Thorough 
Checking Is Now Necessitated 


Depositors and others whose 
funds are tied up in the Amcrican- 
Oriental Banking Corporation, the 
American-Oriental Finance Cor- 
!poration and the Raven Trust 
Company were unpleasantly shock- 
ied by the revelation yesterday of 
‘the position of the affairs of the 
ithree Raven Companies, Mr. 
| Frank L. Hough, liquidator, in- 
‘formed press representatives yes- 
j}terday. As Mr. Hough phrased 
,it: “They thought the position 
: Was bad, but not that bad.” 

i Mr. Hough revealed that fol- 
lowing publication of the financial 
| statements of the three companies, 
“he had been the recipient of 
j numerous telephone calls from in- 


terested inquirers .who are as 
ever to get some idea as what it. 
will be possible to salvage from 
the recent shipwreck cf the Raven 
interests, 

The work of a detailed audit, 
requiring the thorough checking 
and valuation of assets, has now 
been embarked upon, Mr. Hough 
said. But the true position of tde! 
companies, as reflected in audited 
balance sheets, will not be known 
for at least another'two months. 
The financial statements published 
yesterday merely reflect, the posi- 
tion of the Raven companies ac- 
cording to their own books at the 
date of their closure on May 24. 

Small Sum In Currency 

In the statement of the Amer- 
ican-Oriental Banking Corporation 
cash on hand at the date of clos- 
ing was shown as amounting to 
$17,541.19. But it now transpires 
that actual currency found in the 
vaults of the Bank amounted to 
only $7,389.65. The remaining 
$10,000 was in cheques, payment 
of which was stopped in many 
cases by the drawers when they 
heard of the bank crash. Mr. 
Hough said he was now collecting 
on these cheques, 

Progress is also being made, 
Mr. Hough revealed, in the col- 
lection of outstanding loans, Per- 
sons and firms with relatively 
small overdrafts, he said, were 
proving to be the best payers. 

When the preliminary‘ work in 
connection with the liquidation 
has been carried through, and the 
whole job reduced’ to « more 
manageable proportions, - Mr. 
Hough plans to: remove the offices 
of the liquidator .from the pre- 
mises the offices of the involved 
concerns.at 29 Nanking Road: to 
much cheaper premises. 


The Frvaen building, he said, is 


owned ‘by ‘the..Asia Realty ‘Com- 
pany. Thc building, together with 
the land on which. it,stands,. is 

understood to be valued at ovor 
$1,000,000. at te ] 


ho Se 


mr a a ee 


q 
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AO. BANK FIGURES ARE MADE 
PUBLIC | 


Resources of $11,376,437, Liabilities $7,772,407: 
Capital Stock Outstanding $2,575,301 — 


THE OFFICIAL ACCOUNTANT’S SUMMARY 


With only the terse comment that 
they were not the liquidator’s idea 
of conditions, but merely what the 
books 
ness on May 23, 1935, Mr. Frank L. 
Hough, liquidator for the.Raven com- 
panies appointed by the U.S: Court 
for -China, late last night 
statements concerning assets and 
| liabilities of the American-Oriental 
! Banking Corporation, American- 
Oriental Finance Corporation and the 
Raven Trust Company. The _ state- 
ments, long-awaited by depositors, 
shareholders and the Shanghai public 
in general, and compiled by Mr. 
Henry S. De Vault, certified public 
accountant, reveal many interesting 
‘figures which will be gone over with 
a fine tooth-comb by Mr. Hough, the 
auditor, and his staff. : 

The resources of the American- 
Oriental Banking Corporation, ac- 
cording to the books, total $11,376,- 
437.76, while liabilities are listed at 
$7,772,407.69 with capital stock out- 
standing at $2,575,301.19. 


At a quick glance at 
tisted in the statement given 


‘resources 
in full 


below, students of finance may 
grasp the rather important point, 
ie, the resources show a sum of 


rearly $1,900,000 is owed to the bank [ 


.by associated companies but no de- 
tails are given concerning the $6.- 
775,435.73 owed by “others.” This is 
interesting in view of the fact that 
‘the associated companies by their 
own request for liquidation 
known to be in difficulties and what 
may .be reclaimed from “others” is 
unknown until further details can 
be produced. 


The statement also brings to light 
that other resources include a sum 
of $113,210.49 due from the com- 
pradore $45,276.54 in accounts receiv- 
able and $17.541.19 in cash and 
cash items. Furniture and fixtures, 
listed as resources, total $114,623.95. 

The American-Oriental Banking 
Corporation's complete statement fol- 
lows: 

Statement of Resources and Liabilities 
as shown by the Books of the Corpora- 
tion at the close of business May 23, 
1935 (Expressed in Shanghai Dollars). 
Resources: 

Loans and Overdrafts: 

American Oriental Fin- 

ance Corp.. Federal Ine. : 


1,015,496.71 


17,341.39 | 
113,210.69 


and Branches ........-. 178,740.50 
Advances against Bills for es 


‘ash and Cash Items wprorae 
Due from Compradore .... 
Due from Correspondent 


( 


Customers’ merged un- am 
er TS Credit .. 087.42 . 
ills. Receivable for Col- wit ths 
Travellers sean 

Hand... 22,023.78 : : 


aaa nee 11.318.437.76 ; 


showed at the close of busi-. 


issued * 


|| listed as assets are 
Raven companies, including the Asia 


are}; 


167,185.37 


i Securities os aia for Ciients 


; Liabilities: 
'Deposits --.....~-+.--+... § 5,618,121.938 
Drafts in Transit ... 43g 398,320.R0 
Due to Correspondents and 
Branches _....... a85 523,438.25 
. Other Liabilities a 276,797.35 
_Accrued Interest Payable. . 76,597.78 
Contra Accounts: 
Bank's Liability under 
Letters of Credit ...... 558,087.42 
Bills Receivable for Col- 
slection : 298 421.3: 
i Travellers Checks 22,622.73 
H Total......$ 7,772,407.69 


Capital Stock Outstanding $ 2,575,301.19 

How involved the associated com- 
panies are in their difficulties is 
brought out in the statement of the 
American-Oriental Finance Corpora- 
tion which lists as assets $24,950.70 
in cash in the .American-Oriental 
Banking Corporation and only $443.52 
in cash in other depositories. Invest- 
ments totalling $5,732,388.43 and 
tied up in the 


Realty Company, with the exception 
of $1,391,852.82 listed .in “others.” 
Furniture, fixtures, and a motor car 
are assets to the sum of $47,590.39, 


notes receivable, including those from 
the Asia Realty Company, Raven 
|| Trust Company. American-Oriental 


' 
t 
4 
’ 


| Banking Corporation and $478,443.23, 
from “others,” total  $1,134,113.17. 
‘| Total assets of the American-Oriental 
Finance Corporation are shown on 
the books to be $15,784.205,27, with 
liabilities totalling the sum of $10,- 
628,003.23. In this corporation, capital 
stock outstanding is $4,334,140.00. 

i The complete statement follows:— 

Statement of Assets and Liabilities a 

‘shown by the Books of the Corporation 
‘at the close of business May 23, 1 

: (Expressed in Shanghai Dollars). 


: Assets: 
‘Cash: 

: American Oriental Bank- 
| ing Corporation ...... $ 
Other Depositaries ..-. 

Investments: 
Asia Realty Co., Federal 
Ine. U.S.A. 
American Oriental Bank- 
ing Corporation .. 
American Oriental n= 
ance Corp., Federal Inc. 


1,938,897-61 
2,235,299.80 


WSAL  cccesccesreseees 166,054.50 
Raven Trust Co., Federal 

Inc. U.S.A. . 285.70 
Others seeee 1,391,852.82 


Notes Receivable: 
Asia Realty Co., Federal 


Inc. U.S.A. ..--..---. 119,219.13 
Raven Trust Co., Federal 
Inc. USA. ......020- 429,784.78 
American Oriental Bank- 
ing Corp., Foochow .... 106,666.03 , 
| ABO x ssenyancnncanencs 478,443.23 : 
Customers’ Accounts Re- 
emivabla  ...... ee eee eee 


- Motor-car 
a Per: Contra) 


Liabilities: 


Notes Payable: 
American Oriental Bank- 


ing Corporation ......-- 165,444.15 

Others ....--- eee eee 537,578 20 
Fixed Scrip Receipts Out- 

standing ....-.-... 923,530.21 
New York Agents 3,298,703.74 
Salaries and Wages Payabie 24,694.14 
Accounts Payable ......-- 69,535.74 
Marginal Deposits’ .....- 743,396.01 
Accrued Interest Payable 62,131.67 
: Securities Held for Clients 
{ (Per Contro) ...... wees 4,814,989.37 


$ 10,628,003.23 
4,334,140.06 


s] 


Capital Stock Outstanding $ 


_Assets of the Raven Trust Com- 
pany are:—cash: “None” and stocks 
owned in the American Oriental 
Finance Corporation, Asia Realty 
Company, and “others” amounting to 
$4,003,698.22. Only $450,179.27 of this 
amount of stocks is in “others.” Ac- 
counts receivable, listed as assets, 
total $9,502.62, and.a ‘value of $8,961.97 
_is | placed on the company’s law 
library. This company, according to 
_its books, claims in assets $5,793,220.81 
‘and in liabilities $4,.475,619.33, There 
‘is $1,353,431.57 in capital stock out- 
‘ standing. 

Below is the full statement: 

Statement of Assets and Liabilities as 
shown by the Books of the Company 
at the close of business May 23, 1935 
(Expressed in Shanghai Dollars), 


Assets? 


Cash: None. 
Stocks Owned: 


American-Orlental Fin- 
ance Corp., Federal Inc. 
U.S.A. cco eees oe eeees 3,451,783.35 
Asia Realty Co., Fed. Inc. 
U.S.A. saegagaewa eters 101,733.60 
Others .......- ie 450,179.27 
Loans Receivable: = 226,902.82 
Due from Trust Estates: .. 128,919.28 
Real Estate: 
Shanghai aes 61,150.18 
Portland, Oreg 29,186.79 
Accounts Receivable: .... 9,502.62 
Accrued Interest and 
Dividends: .-.-.--..66++- 128,979.27 
rniture, Fixtures and 
Motor-car: ......- wai 37,798.26 
Library: .........- 8,961.97 
Deferred Charges: $41.28 
Exchange Contracts (Per 
Contta) ......-..-5. sees 1,157,580.12 
Total......$ 5,793,220.81 
! See 
, Liabilities: 
Hl | American-Oriental Bank- 
fBk: PARR Querdratt --§ 23,018.33 
“Certificates 
Outstanding . 2,217,318.37 
Mortgages Payable ....- . 18,126.89 
Leans Payable: 
Asia Realty Co., Federal 
Inc. ULS.A. 20... .. cee 62,928.31 
American-Orlental Fin- 
ance Corp., Federal Inc. 
UG.Ae  cscctsececceveve 130,511.61. 
, American-Oriental Bank- 
ing Corporation ...... 98,000.00 
Mere  cecsevencccscsase 15,709.97 
alaries and Wages Payable 3,801.75 
Accounts Payable sseces 141,087.83 
Marginal Deposit~—Ameri- 
can - Oriental Finance : 
Corp., Federal Inc. U.S.A. 20,078.30 
Accrued Interest Payable.. 8,229.85 
Exchange Contracts (Per = 
Contra) ........ Es eeesers 1,157,580.12 


Total....:.$ 4,475,619.33 


Capital Stock Outstanding $ 1,353,431.57 
—————— et 
These figures now must be gone 
through in detail and each stem in- 
vestigated thoroughly, Mr. Hough de 
clared last night.. A revaluation 
will have to be made in many cases, 
the liquidator said, and some of the 
questions he will have to answer 
will be:-- 
orth? much is the stock actuatly: 
w’ 2? 


SHANGSAD GEC CUPAL Peites 


i S.5 Ou 
om e (No. PD MEE 
; Date up re 
June 13, 1935.6 Afternoon: Brensilation enous! 


Shanghai Morning Post (official organ of GeneChiang Kai Shek) 
publishes the following comment on June 13, 1935:- 


Sin 


‘Sin 


Iie CONFIDENCE OF CHINESE PEOPLE IN FORSIGN BANKS 


Chinese people seem to have every confidence 
in foreign banks and hold the view that they are most 
relichle because the banks are provided with adcquate 
fundse 


We do not hoid foreigners in contempt nor 
are We praising Chinese bankse During the past ten 
years, many foreign banks have closede Recently the 
American-Oriental Banking Corporation, went out of businesse 
The closing of these banks caused heavy losses to the 
Chinese peoples 

Foreign banks are not subject to supervision 
by tie Chinese Government. Most of the foreign banks 
eae out of business had failed to refund dcposits 
n fulle 

The Chinese people should revise thcir ideas 
of the reliability of foreign banks, and place more 
confidence in Chinese bankse As amatter of facty 
most of the Chinese banks possess adequate funds and 
are trustworthy, The Chinese people should deposit 
their money in Chinese banks as an act of patriotism. 
This will benefit the Chinese people as well as the nation. 


fan Pao publishes the following comment 3s- 


TEE U.Se_ STATE SEGRETARY'S RECENT SPEECH. 


Recently Mr. Cordell Hull, Secretary pf State 
of wmerica, delivered a speech denouncing - those nations 
which glorified their military achievement. ir. Hull 
saic that the tendency of "some nations" Glorify 
nilitary power or for military authoritieé to assume 
se Girection of their respective foreign policies in 
tne world would be a prelude to a universal conflagration 
six:ilar to the world war, 

What is meant by "certgfn nations"? Mire 
Hull was undoubtedly hinting at fome onee 

: To speak the truth,lir. Hull's speech is 
nothing but “upbraiding of gthers in the next room", 
The party reproached may net hear the remarks or if 
he does, it will not give’rise to any feeling. The 


World is well aware thgf the glorification of military 


power is a menace to,“orld peace and the world has 

been patiently watotfing the situation from the beginning 
to the end. without daring to apportion the blame and’ 

& section is eveh resorting to flattery to appease the 
Parties who ay€ glorifying military power, 


Wan Pao shad other local newspapers (12/6) 8 
AT SEN 


June 18 being the anniversary of the 
commemoration of the sufferings endured by the late 
Dr. Sun Yat Sen following the defeat of his armies in 
Canton by General Chen Chuin Ming in 1922, the local 
Tangpu will hold a commemoration meeting at 9 a.M. on 
that day at its headquarters. 


| 3.8 poy 

Position Of 
| Be Disclosed 

| Balance Sheet Up To: 

: Time Of Closure To 

| Be _Published 

/ AUBTICR WILL 


MAKE EXAMINATION 


| Liquidator will Make Full 


Statement Of Assets At 
True Market Value 


line position of the American- ‘ 
Oriental Banking Corporation , 
us of May 24, the date on 
Which the Bank closed its: 
doors preparatory to liquida- ' 


ticn, will be released for 
publication some time this 
week, Mr. Frank L. Hough, 


liquidator of the Bank, told 
press representatives yester- 


based on 
's books, 


has already and 


jis now being che 
iby Mr. Henry De 
‘aecountant employed by I 
j}Hough. It is expected that similar 
bulance sheets for the other two 
| Raven companies now being liquid- 
lated — the American - Oriental 
|Finance Corporation and the 
' Raven Trust Company—vill be | 
jready for publication in the near 
\future, Mr. Hough stated. 

i The liquidator emphasized that : 
ithe balance sheet to be published . 
this week will show the position 
of the American-Oriental Banking 
Corporation according to the 
Bank’s own books. It will then 
be the task of Mr. De Vault to 
carry out a thorough audit. In| 
other words, each item in the : 
balance sheet will have to be veri- | 
fied. Particularly, it will be: 
necessary to check the assets dis- | 
.Jelosed by the books against the: 
assets as actually found. 

Actual State Of Affairs 


‘When this ‘job has been com- 
pleted, a fresh balance sheet dis- 
closing the actual state of affairs 
:'Found by the liquidator will be 

prepared and published. This 

document will = til the Bank’s 

assets at their real market worth, 

including actual cash on hand. 
Harry A. Luker, receiver 
Yarn and Car- 


day morning to consult with Judge 
Mitton J. Helmick of the U. Ss. 
Court for China._ He was accom- 


4 


KD 
-panied by his atto 


THEN | 


‘jcan-Oriental 
4, tion. is understood to be indebted 
ito the latter 


1000, most of which is secured by 


A balance sheet reflecting linornine: by train from the North 


ty} return 


" 
a 
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Hed TGR eee BRA 
rney, Mr. A. R. 
Morrison. 

The Nichols Company. which was 
placed in receivership some time 
ago at the instance of the Amer- 
Banking Corpora- 


in a sum said to be 
in the neighbourhood of $1,000,- 


mortgages on raw materials. 
Another arrival here yesterday 


was Mr, William T. Collins, Clerk 
of the U. S. Court. Mr. Collins’ 
indicates that the uncom- 
pleted sessions of the Court in’ 
North China are likely to remain 
uncompleted for some little time. 
It is believed that Judge Helmick! 
will not return to complete them 
until the liquidation of the Raven 
interests here is well under way. 
Mr. Watson's Denial 

Mr. Felthan Watson, U. S. Dis-! 
trict Attorney, said yesterday; 
that he had not authorized the | 
use of his name in connection with 
2 statement issued by the Rev.: 
Cc, L, Boynton of the National ! 
Christian Council last Saturday. j 
This statement purported to cone 
tain “Information for "American | 


Investors in the American- 
Oriental Banking «‘orporation, 
American-Oriental Finance Cor- 
poration and the Raven Trust | 
Company” compiled after a con- 
ference with F. J. Raven, H. 
Sandor, T. F. McCrea, Felthan 


Watson and George Sellett. 

“The first time I saw the state- 
ment,” Mr. Watson declared, “was 
when it appeared in one of the; 
lecal papers. I was not consult- 
ed. To the best of my knowledge 
J have never met the author, Mr. 
Boynton.” 

A similar of Mr. 
Boynton’s statement 
earlier by Dr. George Sellett, at- 
torney for the Bank liquidator, 


disavowal] 
was 


who said he considered it a mis-{° 


take for Mr. 
use of his name-in such a way 
as to make it possible for a reader 
to infer that the statement had 
his endorsement. 

Mr. Boynton stated to a re- 
presentative cf “The Shanghai 
Times,” yesterday that there had 


been a misunderstanding regard-|' 


ing the use of the word “con- 
ference” in his communication, his 
use of the word being merely in- 
tended to imply that he 
spoken with certain officials con- 
nected with the 
tion. 


Boynton to : 


made}. 


had!: 
bank’s liquida-|: 


A 


we Gheany. 


#%, 
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‘DF: Sellett Disapproves Of| 
Mr. Boynton’s Statement 


To Missionary 
hould 


Cireular 
Oriental. 


Of Liquidator’s Qgunsel ; No Conference 


The Rev. C. I. Boynton, of the 
National Christian Council, on 
Saturday circulated a statement 
containing “Information for 
Missionary Investors in the Am- 
erican-Oriental Banking Corpora- 
tion, American-Oriental Finance 
Corporation, Asia Realty Company 
and the Raven Trust Company.” 
The statement purported to have 
been “prepared by C, L. Boynton 
ef the Nesional Christian Coun- 
cil, after conference with F. J, 
Raven, H, Sandor, T. F. McCrea, 
Felthan Watson = and George 
Sellett.” . 

When interviewed yesterday re- 
garding this statement, Dr, Sellett, 
counsel for the Liquidator, said: 
“IT am not sufficiently informed at 
this early date to agree or dis- 
agree with Mr. Boyntcn’s state- 
ment in its entirety. I did net 
participate in any conference 
which Mr. Boynton may have held 
with the other persons mentioned 
in the circular. On the morning 
of June 8, Mr. Boynton saw me 
in the lobby of the American- 
Oriental Banking Corporation’s 
premises and handed me a type- 
written statement of three or 
four pages and asked me to read 


it. The statement was sub- 
stantially in the form of a 
mimeographed statement, which, 


I am told, Mr, Boynton circulated 
that afternoon, After Mr. Boyn- 
ton and I exchanged a few com- 
ments upon it, the statement was 
handed back to Mr. Boynton and 
our short conversation ended. 

“T consider it was a mistake for 
Mr. Boynton later to make use 
of my name in the circular in such 
way as to make it possible for a 
reader to infer that the alleged 
facts and the views and opinions 
expressed therein had my _ indorse- 
ment. Mr, Hough, the liquidator 
ot the American-Oriental Banking 


Corporation, American-Oriental 
Finance Corporation, and _ the | 
Raven Trust Company and 


trustee of the Asia Realty Com- 
—nany ‘and his assistants are pro; 
‘ceeding with their work as ex- 
_pediiiously as possible and I am 
quite sure that as soon as Mr. 
Hough is in possession of facts, 
the disclosure of which will be of 
interest and helpful to the de- 
positors, investers, shareholders 
and other parties concerned, he 
will choose an appropriate means 
to disseminate this information.” 


Mr. Boynton’s’ Statement 
The statement circulated by 


Mr. Boynton read, in part, as 
.tollows:— 
“The Asia Realty Company 


made sacrificial efforts to assist 
in salvaging the bank and fore- 
stalling liquidation, but the money 
market was so tight that the 
efforts were unavailing. It is 
hoped that the trusteeship under 
the ‘provisions of the recent re- 
_covery legislation may relieve the 
pressure upon the conpany. In 
the present state of the investor’s 
mind, there is a tendency to cash 
all loan certificates upon matur- 
ity, whereas normally over three- 
‘fourths would be renewed. If 
-this tendency continues, the com- 
pany would be forced into liquid- 
ation to the detriment of the} 
jstockholders, whereas under a 
‘trustee some type of ‘moratorium’ 


Investors In American- 
Not Have Borne Name*” 


is possible which might enable 

the company to carry on success+ 

fully and salvage all assets.” 
Continuing further, the state- 


tutions now in liquidation to re- 
frain from seeking legal assist- 
ance, since such action would in- 
volve said investors in superflu- 
eus legal expense. In this con- 
nection, the statement adds: 

“Tt may be well, however, to 
send securities 
attorney to local missionary re- 


ipresentatives to act for out-of- 
town creditors in order to ex- 
pedite settlement. Detailed ad- 


vice will be sent on this point later. 

|The liquidator has full power and 
{his course is rather minutely 
iprescribed by law and he will 
protect the interests of creditors 
and debtors alike. 

“No funds will be paid out till 
the accountants make their. re- 
! port on the affairs of the three 
linstitutions involved, and they 


will be paid thereafter as rapid-|: 


ly as funds become available in 
the order of their legal priority.” 


Handbock Referred To 


At this point, the statement 
quotes from the Accountants’ 
Handbook where reference _ is 
made -to bankruptcy cases. The 
handbook states: 

“The security held by those 
having secured claims is convert- 
ed into money. Any excess re- 
ceived over the amount of a 
secured claim goes into the fund 
‘available to general creditors. 
The secured creditor becomes a 
general creditor for the amount 
of any deficiency. 

: ‘“Wnsecured claims are paid in 
the following order: 

H 1.—Taxes due. 

i 2.—Costs of 


preserving the 


property after the petition is 
filed. 

3.—Filing fees paid by credi- 
tors and costs of reclaiming 


fraudulently transferred and con- 
,cealed property. 
4.—Costs of bankruptcy pro- 
ceedings. 
} 5.—Wages due workmen, clerks, 
‘salesmen and servants, which 
have been earned during the 
three months prior ¢o filing the 
petition up to $300 to each claim- 
* ant. 
6.—Debts having priority by 
laws of the state. 
t T—Other general claims are 
‘paid dividends as the estate is 
liquidated.” 


Raven Trust Parent Firm 


| Concerning the relations of the 
three institutions in liquidation 
and the Asia Realty Company, 
the statement points out that the 
* Raven Trust Company is the 
parent company and that its 
‘eommon or voting shares are held 
largely by Mr. Raven and his re- 
| latives. Says the statement: 
|, “The principal investments of 
jthe Raven Trust Company were 
in the shares of the American 
Oriental Finance Corporation. It 
owned the majority of the shares 
of the AOFC, which in turn 
‘lowned the majority of the com- 
mon shares of the American 
Oriental Banking Corporation 
and of the Asia Realty Company, 
It is apparent thus that in case 
iilany of these three is unable to 


ment advises missionary investors |. 
or depositors in the three insti- |: 


and powers-of- |’ 


{make any returns on common 
|}stock, the prospect of the credi- 
tors of the Raven Trust Company 
receiving anything is correspond- 
ingly reduced. 

“The solvency of RTC is thus 
(}dependent on the solvency of 
AOFC, which in turn is depend- 
jJent on the solvency of AOBC 
jand ARCO, but the solvency of 
AOBC was not dependent upon 
|that of ARCO, nor was ARCO 
‘dependent upon AOBC.” 

“The Raven Trust Company 
vheld various ‘living’ trusts which 
are nov affected by recent events, 
as in every case specific securi- 
ties are lodged against each trust, 
and these securities are not the 
property of the Trust Company 
and cannot be dealt with by the 
liquidator except as he may de- 
termine that a new trustee must 
be found for them.’ 

In conclusion the statement 
‘lists the four class of creditors 


tin the order of priority of pay-| 


tment. They follow: 
1.—Secured creditors (deben- 
iture holders, living trusts. etc.). 
' 2.—Depositors — current, sav- 
ines and term (fixed). 
3.—Preferred shareholders. 
4. — Common shareholders, 
whether voting or non-voting. 


| 
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A-O BANK _AFFAIRS 
INVESTIGATED 


Skeleton Staff Working on 
Liquidation 


DOORS CLOSED AGAINST 
TAE CURIOUS 


Wethin the bare and deserted pre- 
> of the American-Oriental Bank- 
“ng Corporation, 29 Nanking Road, 
which closed its doors just two weeks 
ugo tceday, there exists a semblance 
of sctivity. 

A skeleton staff is at work with the 
auditor in preparing a balance sheet 
and intermittently there is heard the 
metallic click of automatic adding 
machines, vibrating throughout the 
building. 

An office once occupied by one of. 
the bank managers has been trans-} 
formed into headquarters for Mr. ; 
Frank L. Hough, the liquidator ap- 
pointed by Judge Milton J. Helmick 
of the United States Court. Here he 
is busy from carly morning until late 
night, holding conferences with his 
legal adviser, Mr. George Sellett, 
former U.S. District Attorney. Mr. 
Henry De Vault, auditor, and others 
with whom it is important to confer 
in the interests of liquidation. 

On the opposite side of the lobby 
in the office formerly occupied by Mr. 
J. Warner’ Brown, Mr. De Vault has 
his headquarters. His staff are scat- 
tered throughout the various depart- 
ments. 

Several Chinese are stationed in the 
lobby just to watch things and a guard 
is stationed at the door to prevent 
the curions from entering the build- 
ink, 


Visitors Barred 


In talking with a representative of 
the “North-China Daily News”. who 
visited him in his office yesterday. 
Mr. Hough explained that this step 
was taken because so many persons 
had called upon him that he found it 
necessary to bar all visitors in order 
toe get on with the business of liquida- 
tion. 

In the course of conversation Mr. 
Hough also pointed out that he will 
not make any official statement until 
he, himself, knows something more of 
conditions. He said:— 

“We are moving slowly and care- 
fully because this must be an order- 
ly liquidation rather than a wreck- 
ing” : 

Just now Mr. Hough is giving the 
greater portion of his attention to 
cutting down expenses. He already 
has cancelled at non-essentia! 
services and has removed all rented 
apparatus not needed. He explained 
. that this was being done “to turn as 
much into money as we possibly can”. 

Mr. Hough also revealed the rather 


surprising fact that it was not until |. 


he read it in.the newspaper that he 
knew of his appointment as trustee of 
the Asia Reality Company. For the 
present he is centring alt-his time and 
attention on bank’ matters. Ps 


£ORPS 
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ot Associated with 
A,-O. Bank 


In an interview to-day regard- 


ing recent rumours that the Na- 
tional City Bank Ni 
nancially interested in the 


American-Oriental Banking Cor- 
poration, officials of the bank 
stated definitely that_the National _ 


City Pank of New York is not, 
and never has been, connected 


. in “anyway financially or _other- 
wise wi i 
4 i Cor i 


The spokes- 
man for the bank further stated: 
“The National City Bank of New 
York is not associated -with, or 
sponsor for, any other concern 
or organization in China. 


oe 
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Creditors Of: 


Raven Group 


Given Advice 


Long Statement Tells 
Missionaries What To | 
Do;Workings Of Three | 


f 


Closed Firms Explained | 


First Payments To Be 
MadeWhenAccountants 
Have Completed Check | 
Under the heading “Information 

‘for Missionary Investors im the 


American-Criental Banking Cor- 
poration, American-Oriental Finance 1 


THE CHINA PRESS, SUNDAY, JUNE 9, 1925 


With reference to the Asia Realty 
Company, the statement continues: 
“The Asia Realty Company made 
sacrificial efforts to assist in salvag-. 
ing the bank and _forestalling; 


| liquidation, but the money market, 


was so tight that the efforts werc, 
unavailing. It is hoped that the; 
trusteeship under the provisions of} 
the recent recovery legislation may' 
relieve the pressure upon the com- 
pany. In the present state of the; 
investor’s mind, there is a tendency 
to cash ali oan certifitates upon! 
maturity, whereas normally | 
over three-fourths would #2e renew-! 
ed. If this tendency continues, the| 
company would be forced into 
Nquidation to the detriment of the| 
stockholders, whereas under a trus-; 
tee some type of ‘moratorium’ is, 
possible which might enable thej 
company to carry on successfully | 
und salvage all assets.” i 

Continuing further, the statement} 
advises missionary investars or de-! 
positers in the three institutions now) 
in liquidation to refrain frdm seek- 
ing legal assistance, since such 
action would involve said investors! 
in superfluous legal expense. In on 


connection, the statement adds: 
“It may be well, however, to send! 


Corperation, ae Beety. Company, 

and the Raven Trust Company,” all 8 
Icng statement prepared by Mr. C. L. ag oo ag wate tes Bagi nase ed 
Boynton of the National Christian)|i9 act for out-of-town creditors in| 
Council, after confererice with Mr.:!qraer to expedite settlement. De-| 
F. J. Raven, organizer of the Raven |tajjeqg advice will be sent on this : 
interests, Mr. Hugo Sandor, manager | point later. The Nquidator has full | 
of the Asia Realty Comrfany, Mr. T. power and his course is. rather 

F. McCrea, official of the Asia Realty |minutecly prescribed by Jaw ‘and he} 
Company, Mr. Felthan Watson, U.S.:| win) protect the interests of cretii-|' 


District Attorney. and. Dr. George: 
Sellett, former U.S. District Attorney 

and appointed legal adviser to Mr. 

Frank L. Hough, liquidator of the 

three defunct Raven  institutions.}! 
was issued yesterday to a number of 
missionaries in the city. 

Missionary funds in the organiza- 
tions THe Cuina Press was inform- | 
,ed yesterday, total approximately | 
33,500,000 exclusive of personal de-: 


Raven Comments 

In yesterday's statement, Mr. Ra- 
ven declares that he has no finan-i 
cial interests outsidé his own com- 
panies, that he withdrew no money 
whatever from the bank in anticipa-, 
tion: of its closing, and has set 
aside no funds in the name of his 
wife or children to secure their fin- 
ancial independence, and all he has 
is at. stake in- the Hquidation of 
these interests. 


tors and debtors alike. ~~ . i 
“No funds will be paid out till 
the accountants make their report|’ 
on the affairs of the three institu- 


tions involved, and they will be 
paid thereafter as rapidly as funds 
| Gio oo ORAL A RSEE EPRI | "4 
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AUDITOR APPOINTED 
FOR A.-O. BANK 


Examination of Books to 
Begin To-day 


Actual work in liquidation proceed- 
tings connected with the American- 
Oriental Banking Corporation will 
commence to-day at 9 am, when 
Mr. Henry De Vault, auditor, ‘and 
his staf’ will walk into the bank and 
begin the fask of going over the 
books. 

The announcement of Mr. De 
ault's appointment as auditor, was 
nade late yesterday afternoon by 
ry. Frank L. Hough, the liquidator. 
«ho had spent the entire day 
‘loseted in the bank offices discuss- 
ne various matters with financial 
vthorities here. 

Mr. Hough revealed last evening 
hat he will be ready to make a 
mplete statement to the public near 
e finish of the audit which he 
inted out “will take quite a while 
do efficiently... He asked _ that 
positors and shareholders “be 


Mr. Hough arranged his U.S. $55,000 
nd@ for the three Raven companies 
rough Mr. Fred Vincent of the 
merican-Foreign Insurance Com- 
ny late on Tuesday night. These |, 
arantee bonds for the American- 
riental Banking Corporation, Amer- 
an-Oriental Finance Corpora‘*ion, 
d the Raven Trust Company, will 
posted at the office of the Clerk | ' 
£ the U.S. Court this morning. | 


Se Car ews ss TREE 
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Hough Swings Into Action 


JUNE 6, 1935 


To Liquidate Raven Interests 


elTletut ois Named 
> As Legal Adviser; 
| DeVault To Start 
i Audit This Morning 
‘Drop In Real Estate 
' Values [Is Feured 


: Swinging into action immediately 
'to speed up the liquidation of the 
; American-Orients! Banking Cor- 
: poration, the American-Oriental 


| Finance Corporation, and the Raven 
Tank TL. 
the 


: Trust Company, 
| Hough, general manager of 
‘RCA Victor Company of China 
; pointed liquidator of the three conm- 
; panies by Judge Milton J. Helmucl: 
hon Monday, has named Dr. Georze 
;SeNetl, former U.S. District At- 
| torney and now conducting a pri- 
Ivate law practice, legal adviser to 
the liquidator. 

; In addition, Mr. Hough has em- 
; ployed Mr. Henry S. DeVault to 
Reatgi un independent audit of 


Mr. 


the books on the three compunies.: 


|Mr. DeVault, assisted by his stuff: 
jof auditors, will start work this 
!merning on a comprehensive 


checkup of the books of the three 
companies. As soon as the audit-is 
completed, it will be submitted ta 
| Judge Helmick. 

| The three bonds required by the 
{ liquidator, which total U.S. $55,000, 
he been prepared by Mr. Hough 
through insurance companies and 
, will be filled with the U. S. Court. 
ithis morning, Mr. Hough _ stated 
yesterday. 

Trustee To Be Named 


Pe petition from the Asia Realty 
{Company for the appointment of 
4 special trustee, under Section 
77-B of the “New “Deal” legislation, 
has not yet made the appointment. 
According to a official of the court, 
he is expected to name the trustee 
either today or tomorrow following 
further study of the law and its 
application here and in the case of 
the Asia Realty Company, another 
Raven interest. 

Yesterday afternoon a CHINA 
Press reporter found Mr. Hough 
busy in the former office of Mr. 
F. J. Kleffel, former vice-president 
and manager of the Ameriean- 
Oriental Banking Corporation. Mr. 
j ‘Hough yesterday conferred with Mr. 
DeVault and Mr. N. 
lawyer representing several Am- 
erican creditors and depositors of 
the three organizations. 

Mr. Hough said yesterday that 
it would be impossible at this tima 


to state when actual payments to ‘| 


depositors would ke made but that 
such action would be announced .as 
soon as_ practicable. Payment of 


depositors ill be made on a per-- 


centage basis to all depositors re- 
gardless of the amount of their de- 
posits, 5 

Fears that the possible action of 
the liquidator in immediately 
converting into cash local real 
estate properties owned by the 
three defunct Raven interests con- 
tinue to be held throughout the 
town. Nevertheless, the liquidator 
at his discretion may sell such as- 
sets.as he sees fit. Many of the 
assets of the three Raven organiza- 
tions, it is stated, consist of real 
estate properties whose -selling 
price now has been reduce@ 4s 


Judge Helmick, who has received. 


\ 
from its! 
properties | 


much as 50 per cent 
former value. If these 
ure placed on the local market , 
und ld for cash, they are mostj 
likely to seriously depress all real, 
estate values in the city. 
“Grotesque Values” 

“If the liquidator decides to con-;: 
vert real estate assets of the Raven ! 
Company into cash," an American ! 
official told a Crina PRESS report: ald 
“I cannot see that such a step; 
will have a far-reaching effect. 
Real estate values here have soar- 
ed sky-high, entirely and grotes- 
quely out of proportion to their 
aclual worth. If these values. are 
depressed, it may eventyally put 
the market on a more stable basis 
than on the abnormal inflated 
basis that it has been in the past 
tive or six years.” 

The American-Oriental Banking 
Corporation, the American-Orien- 
tal Finance Corporation, and the 
Raven Trust Company failed on 
May 23. Mr. Frank J. Raven, or- 
ganizer of the three compunies, 
blamed the American silver pur- 
chasing policy as the sole reason 
behind the failure of the three or- 
ganizations. 

Bank Door Still Barred 


Yesterday the American-Oriental - 
Bank on Nanking Road continued 
to be locked and guarded by the’ 
S.M.P. Newspapers, letters, andj 
magazines addressed to Mr. F. J. | 
Raven and other former bank | 
officials lay scattered in the bar-: 
red bank entrance. On the second | 
floor, the seals placed by the U. 8. 
marshal were broken and except 
‘for a single stenographer assisting 
Mr. Hough, all offices were desert- 
ed. Ironically enough, the sign on 
My. Raven's office read “out.” 

“~The American-Oriental Banking- 
Corporation has about 8,000 de- 
Positors of some 40 nationalities 
whose deposits total slightly over 
$000,000. It claims a capital of 


vu. 8. 1,250,000. Last 
FoAllman, | 8. $550,000 and $1,2 


year it reported a profit slightly 
‘Jess than $600,000. The claimed | 
assets of the AOBC, the AOFC, the 
‘Raven Trust Company, - and. the’ 
Asia Realty Company are between ; 
7 90,000,009 and $70,000,000. { 
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THE LIQUIDATOR 


Judge Milton J. Helmick has been 
as geod as his word. He has given 
prompt and exhaustive consideration 
tu the selection of a liquidator for 
the American-Oriente! Banking Cor- 
poration and associated concerns. Mr. 
F. L. Hough is a comparative new- 
comer to Shanghai, but he is well. 
esteemed as a practical man of affairs 
an@ independent judgment. besides 
being an approved business man of 
good standing. The public will rec- 
agnize, therefore, that Judge 
Helmick has made a sound choice. 
The task which confronts Mr, Hough 
is exceedingly difficult and delicate. 
It is essential that he should have 
every support. which can be given 
to him, apart from that derived from 
the judicial authorities under whose 
instructions he acts. This support 
car be most suitably shown by leav- 
ing him a clear fleld with the know- 
ledge that he commands) general 
confidence. His acceptance of an 
‘onerous task indicates his possession 


tof proper public spirit and that can |. 
‘be best acclaimed bys a sympathetic }, 


‘understanding of his difficulties, 
jallied to a trust in his intention *o 


,operate the liquidation to the best f 


‘interests of all legitimately concerned 
therein. 


AY, JUNE 6, 
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The Shanghai Evening 


TIQUIDATOR APPOINTED ad 


qe 


| THE AMERICAN ORIENTAL GROUP, 


By I. G. W. WOODHEAD, C. B. E 


(Editor, Oriental Affairs) 

ULSE Helmick, of the U.S. Ccurt for China, who was hold- 
ing a session of that tribunal in Peiping when the suspen- 
sien of business by the American Oriental Group was gqnnounced, 
very wisely rerused to be stampeded into the appointment of a 
Liquidator until he had been able to mak: investigations on the 
spot. He flew down to Shanghai on Sunday and after u day 
spent in conferenc:s with leading American executives and at- 
tcintys named Mr. Frank L. Hough, Managing Director of the 


R.C.A. Victor Co., of China, as 


Liquidatcr. Rumour had been 


busy with sevéral other names, since it became known that the 
Judge did not consider technica) banking experience an essen- 
tial qualification, but was in search of a man “of practical busi- 
ness ability, impartiality and courage of the sternest sort” to do 


“q hard boiled job.” It was reported that several 
Carl Seitz, and Major Arthur Bassett 
hat the concerns with which they 
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candidates—ineluding Mr. 
—-had been approached, but t 
are agse2iated could not sec their 
way to releace them for what for 
some months to come must be 
practizaly a whole-time job. Mr. 
Heugh has had considerable  ex- 
perience in buciness in China and 
cther tere gn countries, having first 
ceme out to tne Far East in 1918. 
Ho has had prevous experience ss 
a Lquicater in America, And he 
anproaches hit new task from -an 
entirely detached viewpoint, as 
he is mot personally acquainted 
eiuher with Mr. FP. J. Ravea. the 
Fresident, or Mr. J. Kieflel “he 
\2e-President, of the American- 
Criental Bank. He has stated that 
Judge Helmick and he are in 
agreement that «he interests of 
the depositors in the Bank’ must 
come before any other considera- 
tion. 
e ° e 
Mr. Hough's Task 

6) etn Liquidator of ine ihree 

associated Raven enterprises, 
the Bank, the Finance Coxpora- 
tien, and the Trust, is required 
tn enter into bonds aggrega*ing 
U.S.$55,000 before taking up his 
duties, and will be empowered “to 
employ counsel and auditors, dis- 
charge present employees, take 
such action as may be necessary to 
collect the asse‘s of the Company 
and reduce such assets to cash, 
give receipts, grant acguittances, 
effect compromises, institute and 
acfend Jjegal prceceedings, and ex~ 
crelse the authority usually grant- 
ed to Nquidators.” The Bank will 
presumably exercise most of his 
aitention at the outset, as the 
most urgent problem is that of 
affording relief to the depositors— 
many of ‘hem with small accounts 
—-who are suffering real hardship 
frem their .nability to draw upon 
them. But the Raven interests 
ere co extensive and interwoven 
thar much must obviously depend 
upon the concurrent reorganiza- 
tion of the Asia Realty Company. 
The iBank, according to the 
Jatest Balance Sheet (for the year 


alizable, under existing conditions. 
at anything like their normal 
value. And if,, as ‘is. believed; 
mecrtgages. figure prominently 
among the loans, wholesale fore- 
cldsures would not only dissipate 

large’ percentage of the assets, but 
adversely affect any project for the 
recrganization ‘of the Asia Realty 
Company,. and incidentally inflict 
setious inj upon other loca! 
| Land. Companies.. The more. valu- 
able sites in Bhanghai, at che 
moment, ‘would not realize ‘mort 


than :a--fraction of their -morma) } ‘ 


value by a forced sale. And suck 
procedure. . would - inevitably. __de- 
preciate the value of adjacent pro- 
perties, regardless of their. rovypnyc- 
earning ‘capacity. . Indeed . if” there: 
Atherioan-Oriental and Asia Reaby 

holdings - -deing pup. upon 


risk “of _ the _ zoranined 


potential 


mer. cf a tombine to buttress up 
the property market. For there is 
no reason to suppose that the pre- 
sent depreciated property values are 
permanent. The land ts located in 
a city that is constantly growing in 
spite of the depression, and will ex- 
pand with accelernted speed when 
that depression is over. 
: * a 
The Asia Realty Co. 
HE Asia Realty Company at 
the 2nd of 1934 had debenture 
issues totalling $6,098,181, to the 
service cf which certain properties 
were specifically pledged, under 2 
Trust Deed in favour of the Yang- 
tsze Insurance Co. The revenuer 
derived from these properties are 
believed to be considerably in 
excess of interest requirements, and 
debenture-holders, therefore, woul 
appear to be amply secured. But 
the Arco Loan Certificates issued 
up to the end of 1934, and tanta- 
mount to Promissory Notes 
ageregated $2,355,540, and somc 
form of moratorium in regard tc 
them may be imperative if the 
holders are ever to.get their money 
back. They would certainly suffer, 
heavy loss If the Company's avall- 
able assets had to be realized for 
cash, without delay. 
It will be appreciated therefore 
that though the Liquidator of the 
American Oriental Companies is 
not actually concerned with the 
Asia Realty Company's difficulties, 
the reciprocal effect of the realiza- 
tion of property assets on both 
qroups cafinot be ignored. Mr. 
Hough will at best find it no easy 
‘task’ to steer between the Scylle 
of clamorous depositors, and the 
Charybdis of the conservation 0: 
their—and the shareholders’—real 
interests. His task might be easier 
to handle if-it were possible to 
constitute depositors’ and = share- 
holders’ Committees with whom he 
could hold frank discussions, and 
who, it might be hoped, would 
endorse a policy of conservation of 
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assets, rather than their immediate 


and Banks. © 


are entitled to be Kept in- 


f 
fi 


considerably if-day to day contact]: 


with the Liquidator and the Trustee 


ne 


oe? 


ty, 


THE SHANGHAI TIMES, WEDNESDAY, 


a 
A.-O. BANK LIQUIDATION 


: There will be widespread satisfac- 
ltion that Judge Milton J. Helmick of 


appointed a man of the independent 
{position occupied by Mr. Frank L, 
iHough, Managing Director of the 
R.C. A. Victor Company of China, as 
liquidator of the American-Orienta! 
Banking Corporation, the American- 
Oriental Finance Corporation, and the 
|!Raven Trust Company, the three Com- 
lpanies which voluntarily suspended 
business on May 24. 
has adopted the position ever since the 
| Companies closed down that the 
liquidation has to be carried through 
_jby an able and independent liquidator, 
and there can be no shadow of doubt 
that Mr. Hough fulfils these qualifica- 
‘tions. He has occupied the position of 
‘Ithe executive head of the R.C.A. 
'\-Vietor Company for the past two-and- 
a-half years and is generally regarded 
‘not only as a sound business executive 
but as a man of courage and integrity 
—just the kind fully to protect the 
interests of depositors, shareholders 
‘and creditors of the three concerns to 
be wound up. Judge Helmick has 
acted in no hasty manner; he refused 
to make a decision while up at 
Peiping, and the appointment which he 
announced at five o’clock on Monday 
afternoon was made only after he had 
consulted with many business leaders 
of the American community here. In 
| conjunction with Mr. Hough there will 
be working Mr. Felthan Watson, the 
U. S. District Attorney, who has been 
ordered to make a prompt and search- 
ing investigation into the affairs of the 
affected concerns, and it is ordered 
that the liquidator shall file a report 
on the financial position of the Com- 
panies within 60 days, Here is evid- 
jence that so far as official machinery 
can permit there is going to be no 
undue delay in discovering the true 
position of affairs, and it remains to 
express the hope that the public will 
be given the benefit of the fullest 
possible information at the earliest 
j possible moment. 
| ferre . 
are extremely 


: and undisputed control_of all the 


affaiy _and one can 
only now await the results of his 
labours. ven ere = ta 
% It would seem necessary, however, 
to urge upon depositors and others 
who are now threatened with the loss 
‘tof at least some part of their money 
the need for patience. If indications 
are to be’ believed, the liquid cash 
position of the A.-O. Bank and the 
other two concerns is extremely low. 
There are no doubt a large number of 
perfectly sound securities and also 
other securities which are perhaps not 
so sound in the present circumstances 
of depressed business, but it is the task 
of “collecting the ‘assets of the Com- 
panies and -reducing such assets to 
cash’—to quote the phraseology of 
the appointment order—which is going 
to be difficult and possibly lengthy. 


‘No-one will realize more keenly! than 
'}the liquidator himself the danges 
coeking hurriedly to realize either 


\the United States Court for China has! real estate or commercial assets 


Judge Helmick }| 


J 
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these times, and although there is 
undoubtedly need to give to depositors 
and investors whatever degree of 
l immediate relief is possible it cannot 
be in the best interests of all concern- 
ed to rush liquidation through at the 
expense of the amount of money’ 
which will be made available for dis- 
tribution. That view needs to be 
shared by all if liquidation is going to 
result in a minimum of loss. It is 
| known that some of the frozen money 
jis locked up in industrial undertakings 
and that hurriedly to liquidate these 
would only cause the extension of the 
circle of depression. One has _ confid- 
ence in the official cognizance of that 
viewpoint, but it is one which needs tc 
be appreciated even by those whe 
have been most hardly hit by the 
suspensions. Midway between the 
‘desire to pay out as much as possible 
as quickly as possible and the desire. 
to pay out the greatest possible | 
amount eventually there is doubtless a 


happy mean, and it is to the finding of 
that to which Mr. Hough will most 
certainly address himself. He takes 
on his task with the sincerest goodwill 
of the whole community which has 
been deeply stirred by the closing down; 
of three institutions which had enjoy-~ 
ed so much of the community’s “| 


fidence. 
ae 


ark! 
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JUDGE APPOINTS 
LIQUIDATOR FOR 
RAVEN COMPANIES 


Mr. Frank L. Hough to Watch 
Depositors Interests 


— 


CHOICE MADE AFTER DAY 
OF CONFERENCES 


The appointment of Mr. Frank L. 
i\Hough, Managing Director of the 
R.C.4. Victor Company of China, to 
act as-liquidator of the American 
Oriental Finance Corporation, the 
American Oriestal Bank Corporation, 
and the Raven Trust Company, was 
made late yesterday afternoon by 
Judge Milton J. Helmick of the US. 
Court for China. 

Announcement of the appointment 
iwas made at 5 p.m, just ten days 
‘and seven hours after the bank closed 
tits doors following a conference of 
‘the directors of the bank on May 24. 


{ Judge Helmick revealed his selec- 
‘tion after a day's deliberation an; 
Kconference in the seclusion of hfs 
chambers with a group which includ- 
d Mr. E. S. Cunningham, American 
onsul-General, and Mr. Felthan 
atson, 
ee’ in China. 
Mr. Hough is expected to quality ag 
piguidator to-day and take posses- 
ion immediately, according to Judge 
ehnick. 


j 
Depositors’' Goud Sought 


‘ 
‘ In an interview with a_representa- 
itive of the “North-China Daily News” 
ast night Mr. Hough declared that 
{he had accepted the appointment in 
3full accord with Judge Helmick's 
views. He said:— 

“I intend to do everything I pos- 
sibly can to secure the greatest re- 
turn for the depositors.” 

Mr. Hough admitted that he had not 
yet been inside the bank and that 
an audit must be taken before setting 
the wheels in- motion. 


ae ee an it_was_in 
his mind to declare a minimum divi- 


dend to the_ depositors pending the 
actual ‘settlement—if there was 
sufficient available cash. If possible, 
the dividends would be declared im- 
mediately. 
T When the appointment is definitely 
‘confirmed, Mr. Hough intends to open 
‘his offices in the bank premises and 
idevote his entire time to the bank’s 
iaffairs’ until they are straightened out. 


* Unknown to Bankers 


a e R. C. A. Company is a big 
anization here and with his gen- 
leral supervision from time to time 
can carry on during this period, he 
stated.. Mr. Hough has been in China 
for the past two and a half years. 
The part_of liquidator is no new role 
to Mr. Hough, for he served in thé 
or a business concerh 


ted 
Mr. ¥F. J. Raven,, president of the 
three above companies, wnen asked 


by the “North-China Daily News” 
what he thought of the appointment, 
revealed that he did -not know. the 
liquidator. Mr. J. Kleffel, vice-pres- 
ident and general manager of the 
American-Oriental Banking Corpora- 
tion, also stated that the Hquidator 
was unknown to him. 

As yet Judge Helmick has taken 
no action in appointing a trustee for 
the Asia Realty Company. oo 


United States District At- ; 
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“A CASUALTY” 
Delay Deprecated 


To’ the Editor of the. 
“Nortu-Cuina Dairy News” 
; Sin-—Kindly grant me some space 
your valuable paper to endorse 
ompletely ‘‘British SHAREHOLDER'S” 
ugg2stion that some form of protec- 


en 


ion to the shareholders of the 
fAmerican-Oriental Group should be 
Gnitiated without delay. The Re- 


jeeivership granted to the A.O.F.C. 
foranch office at Manlia makes the 
{protection more imminent — since 
Viquication is already in process, or 
ubout to proceed. 

With due respect to the depositors, 
I think the unfortunate stockholders 
facing such a= great catastrophe 
through no fault of their own, deserve 
equal if not more sympathy. 

As @€ach of the four American- 
Oriental Group has more than four 
million dollars paid-up capital, the 
number of common and preferred 
stockholders must be tremendous. 
Theiyv interest, without doubt, deserves 
no less attention. 

In view of the enormous number 
of invastors that are being affected, it 
is hoped some local organization such 
us tha Shanghai Stock Exchange will 
eome forward and initiate a form 
of protective society and look .after 
the shareholders’ interest so that in- 
vestors of local shares will not lose 
their confidence in future. Alterna- 
tively some A.-O. shareholders in the 
legal profession perhaps may take 
the lead and charge at a lowest 
possible fixed rate for the service 
from the co-sufferers. 


“ANOTHER VICTIM.” 
Shanghai, June 3. 
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Some Reflections * 


To the Editor of the 
“Norti-Cutna Darty News” 

Sir—The collapse of a few native 
banks and the fate of the American- 
Oriental group are painful symptoms 
of the disease affecting the body 
economic. 

There is a general feeling of un- 
easiness among the public that those 
who have the vewer to act, faced 
with, admittedly, grave responsibili- 
ties, prefer to await developments, or, 
in other words, to allow the malady 
to progress unchecked until the 
inevitable crisis occurs and drastic 
action can no longer be deferred. 

But the longer action is delayed 
the greater will be the crisis when 
it comes and the more acute the 
problems to be solved. < 

There is a tendency in certain 
quarters to leave the control of cur- 
reney and finance in the kands of 
bankers who are naturally >egarded 
as specialists in these maiters. Bui 
® must not be forgotten that the in- 
terests of bankers and traders at 
times conflict, and if the voices of 
the latter are not heard it will not 
be sunprising if, in searching for a 
way of escape from our difficulties, 
the views of the purely financial in- 
terests prevail. It was the influence 
of “The City” it will be remembered, 
that was largely responsible for Great 
Britain's premature return to the 
gold standard after the war. Broadly 
speaking, the Banks represent the 
creditor element and are naturally 
upholders of “a sound currency” in- 
flautionist theories are anathema to 
them. The Pyoducer on the other 
hend, confronted with the problems 
of the debtor, is painfully aware that 
a currency appreciating in value 
makes it impossible for him to oper- 
ate his plant at a profit. The supreme 
desideratum is, of course, a stable 
currency, a currency that in terms 
of commodities remains constant and 
maintains the conflicting interests of 
creditor and debtor balanced. 

In Shanghai we have now neither 
2 sound ourrency nor a stable one. 
While the present uncertainty over- 
hanging the future of the dolar 
remains business will languish and 
we will proceed steadily down the 
road leading to insolvency. There is 
nothing so paralysing as uncertainty. 
The present policy of those in control 
of currency matters betrays their 
hesitation. It appears to be an at- 
tempt to retain the solid virtues of a 
silver standard without suffering the 
inevitable conséquences of the re- 
morseless rise in the value of the 
metal. Such an impossible com- 
promise must of necessity fail, the 
issue cannot be evaded much longer. 
Silver must eventually find its own 
level, a higher external value will 
draw it out of the country. Export 
taxes and embargoes can do no-more 
than check the outflow, they cannot 
stop it. It can only be a question of 
time when the supply of silver has 
shrunk to a point at which it will no 
jJonger be possible to sustain the 
dollar nominally on a convertible: 
basis and China will be driven off 
silver. Is it not better to tackle these }. 
problems now and devise a dollar | 
that will not be at the mercy of 
silver manipulators across the water? 
4A managed currency may breed 
alarm in many quarters but these 
fears can be allayed if evidence ‘is 
produced showing that the. necessary 
backing for a fiduciary note tssue is 
forthcoming. 


: QUAESTOR. 
Shanghai, June 3. 
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Court Names) 
Liquidator Of 
Raven Firms 


Mr. Frank L. Hough To! 
Take Possession Of | 
; Assets To-day 


BONDS TO BE_ FILED ; 
FOR U.S. $55,000 


U.S. Distriet Attorney Will, 
. Make Prompt, Searching i 
Investigation | 


< a oe i 
After being closeted in- 
his Chambers for 
better part of the day, | 
conferring with prominent 
American officials and re- 
presentatives of the Ameri- 
ean business community, 
Judge Milton J. Helmick of 
the United States Court for 
China, made an announce- 
ment at 5 o’clock yesterday; 
afternoon that he had ap-| 
pointed Mr. Frank L. Hough, '! 
Managing Director of the | 
R.C.A. Victor Company of; 
China, as liquidator of the! 
‘American-Criental Banking! 
Corporation, the American-} 
Oriental Finance Corporation: 
and the Raven, Trust Com-; 
pany, the three companies : 


which ‘voluntarily suspended! gryan, 


the!” 


Appointment Keenly Awaited | 

Depositors, creditors and share- 
holders of the three Raven com- 
panies have been’ impatiently 
awaiting the appointment of a 
liquidator ever since the American- 
Oriental Banking Corporation and 
its aMliates closed their doors 10 


| days ago. Judge Helmick attempt-, 


ed vainly to deal with the matter 
in Peiping, where he has been 
holding sessions of the United 
States Court. Finding this: 
impossible, he flew to Nanking on/| 
Sunday and then took a train to 
Shanghai, arriving here on Sunday 
night. 1 

Early yesterday morning he! 
went into conference and was in-" 
accessible throughout the entire; 
day. Those closeted with Judge; 
Helmick in his Chambers were Mr. 
Edwin S. Cunningham, United, 
States Consul-General; Mr. Fel-; 
than Watson, United States Dis-! 
trict Attorney; Mr. Robert T.: 
Jnr., Municipal Advocate; ; 


business on May 24 due: Mr. R. E. Lunkley, Manager of; 
to accumulated financial this Otis Elevator Company for 
difficulties China, Siam and the Philippine} 

ree ‘Islands; Mr. H. E. Page, Vice- 


The appointment, it was stated,: 
was subject to the filing of approv- 
ed bonds of U.S. $25,000 in the. 
tense of the Bank and U.S. $15,000. 
exch in the case of the other two| 

ven concerns. It is expected} 
that Mr. Hough will qualify to-day 
and take possession of the assets 
of the three concerns. No announce- 
ment has yct been made’ regard- 
ing the appointment of a trustee 
to effect the contemplated reor- 
pranization of the Asia Realty 
Company, another of - the Raven |, 
interests. a aches 
“Prompt, Searching Inquiry 
Simultaneously with the an-; 
nouncement of the appointment of: 
Mr: Hough as liquidator, a further! 
statement was made to the effect 
that a prompt and searching fh- 
vestigation into the affairs of the 
three Raven companies will be 
made by Mr. Felthan Watson, 
United States District Attorney, 

ho will act in co-operation with 
the liquidator. agit Ben 
. In the orders appointing-: Mr. 
Hough the liquidator, Judg¢é}Hel- 
mick furnishes him with power to 
“employ such staff as he may find 
necessary, employ counsel and 
auditors, discharge the _ present 
employees of the- Companies, take 
duch action as may be necessary: 
to collect the assets of -the Com- 
panies and reduce such. assets to 
cash, give receipts, grant acquit-. 
‘tances, effect’ compromises, in- 
atitute and defend legal 

and exercise - 


President and Managing-Director 
of the China Gencral Edison Co., 


Major Arthur Bassett, 


Inc 
Director of the British-American 
Zoheece Company (China), Limit- 
ed, 


Judge, Lawyers 


On Bank Case 


pftaneectnney 


Helmick And Attorneys: 
Flying From Peiping | 
To . Rush Liquidation | 


Judge Milton J. Helmick, accom} 
panied by Mr. C. S. Franklin and! 
Mr. A. H. Driscoll, attorneys for the! 
Raven interests, are expected to! 
arrive here at 12.30 today by aj 
C.N.A.C. airplanc when the Judge; 
and the attorneys will proceed at! 
once with the appointment of} 
liquidators of the American- Oriental | 
Banking Corporation, the Amer-) 
ican-Oriental Finance Corporation, ; 
and the Raven Trust company. The, 
three American organizations failed: 
May 23 and the appointment ot; 
liquidators - of att three’~ organiza-| 
tions has since been delayed. H 

While Judge Helmick’s name 
not on the passenger list of the biz: 
: Jas plane, the names of Mr.) 
\Franklin and Mrs. Driscoll are. Ai 
vacant seat remains in the 14-) 
passenger plane and in so far asi 
Judge Helmick announced his in-: 
itention to fly down to Shanghal, ib: 
is Vikely that he will accompany; 
the Raven attorncys. e { 
Judge Helmick and the U. S.: 
Court for China have been sitting | 
jn Tientsin and Peiping for the! 
past two weeks. The two Raven j; 
Jawyers flew up to confer with him 
in the matter of appointing 
liquidators for the three organiza- 
tions. Judge Helmick several times 
postponed the naming of liquidators 
and finally announced his inten- 
tion to fly duwn in order to better 
acquaint himself with the state of 
affairs here. The Peiping docket. 
which includes several cases filed 
against the Peiping Union Medical 
College, has not been completed, 2 
fact which will necessitate Judge 
Helmick's return to the Old Capital 
within a few days, unless-the cases 
gare temporarily adjourned. 


Judge Helmick Returning 
PEIPING, June 1.— (Reuters) — 


| 
| 
| 
| 
| 


‘|Judge Milton J. Helmick, of the 


wee 


‘Ithese men to assume the duties of a 


United States Court for China, 


‘lwhich has been in session here, is 


leaving for Shanghai tomorrow by 
airplane in order to deal on the 
spot with the question of naming 2 
liquidator for the American- 
vriental Banking Corporation, 4 
task which has thus far proved ex~ 
ceptionally. difficult. 


i -It is understood that Judge Hel- 


mick’s problem is not only to select 
@ suitable man for what is un- 
questionably 3 tremendous task, but 
to gain consent for such a man to 
undertake’ this. work. 

A constant stream: of telegrams 
were exchanged between Shanghai , 
and th® American Court here 
throughout the ‘week and after | 
giving the matter much careful 
stutty, Judge Helmick is understood 
to have requested two men in suc- 
cession to take on the task. In both 
instances, however, the home offices 
declined to .grant permission for, 


the risk of a 
delay at this 


: Poe 8e, x c ¢ 
aoe Pe 3 
: : 
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'To Launch Liquidation 


JUDGE HELMICK IS 
FLYING HERE 


Process In Matter 
Of The A.O.F.C. | 


SELECTION OF MAN IS 
AGAIN POSTPONED | 


PEIPING, May 31. — Judge | 
Milton J. Helmick announced in 
the United States Court for China} 
this morning that he had not yet; 
been able to appoint a lauidntes 
for the American-Orienta! Bank- 
ing Corporation and the Ameri- 
ean-Oriental Finance Corpora- 
tion. 

He said he contemplated flying 
to Shanghai soon to launch the 
liquidation proceedings, where- 
after he would return to Peiping 
to finish the hearings of the 
Peking Union Medical College 
litigation. The third case in this 
litigation began this morning.— 
Reuter. 


Announcement Again Delayed 


PEIPING, May 31. — Another 
disappointment awaited the law- 
yers representing the Raven in- 
terests when they attended the 
United States Court for China 
this morning in the hope of hear- 
ing Judge Milton J. Helmick 
name _ the liquidator for the 
American-Oriental Banking Cor- 
poration. 


Judge Helmick, who had delay- 
ed his announcement twice yes- 
terday—from the morning till the 
afternoon, and from the after- 
noon till to-day—again postponed 
his decision, nor did he give any 
indication* when it was likely to 
be made.—Reuter. * 


—_— 
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AMERICAN-ORIENTAL 


BANK’S AFFAIRS 
Editor 
Sir.—Could someone tell us 
what is actually transpiring in 
the minds cf the directors of the 
American-Oriental Banking Cor- 
poration? 
am one of those small de- 
positors who, not having had a 


holiday for some time, decided on 
taking the wife and kiddie away 
for a while this summer. Now 
the youngster keeps on asking 
“Daddy, why can’t we jo?” I 
mention this because a friend of 
mine received a letter the other 
day from an official’s wife who 
is having a good time touring 
Germany. Are the directors | 
waiting to see whether the! 
ereditors will take just what is] 
handed out to them? Does liquida- 
tion, according to law, really 
mean 100%, and is less than 109% 
bankruptcy? Also, could the credi- 
tors compel the directors to ge 
into bankruptcy which precludes 
them from doing business until! 
they are discharged? 

Will the directors kindly make 
an official statement at to what 
procedure they are going to adopt; | 
this is only fair to their many 
creditors who are not familiar 
with the banking business or busi- 
ness law, 

ONE OF THE CREDITORS, 

Shanghai, May 30, 1935. 
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THE NORTH-CHINA 


THE BANK FAILURE 


Distress among the Iess affiuent 
classes of the community, as the 
result of the failure of the American- 
Oriental Banking Corporation and 
its allied concerns, has revealed 
poignant tales of loss and mis- 
fortune, This has naturally evoked 
ceons'derable sympathy which cannot 
be blamed for being impatient, 
Urgent demand is made for state- 
ments by the Corporation's officials. 
for the intervention of some in- 
fluential institution, for speedy action 
by the American judicial authorities. 
Judge Milton J. Helmick has been 
placed in 2 position of considerable 
aiMculty. First of all there has 


‘peen the physical circumstance cf his 


‘therefore, be 


absence from Shanghai. He has 
been prompt to indicate the inten- 
tion to take appropriate action to 
ensure an efficient and impartial 
handling of the exceedingly difficult 
task of liquidation. The propriety 
of his attitude in itself imposes the 
need for careful consideration. The 
appointment of a man with the re- 
quisite qualifications eannot be 
made in a hurry. The judge must. 
applauded for his 
refusal to be bustled, although he 
cannot be accused of a lack of prompt- 
itude. Whether any action can be 
taken to mitigate the 
must acerue from the 
curred by depositors pending the 
normal operation of the liquidation 
is really a matter for private philan- 
thropy. It is not fair to expect other 
banking institutions to take any re- 
sponsibility in such a case, except 


| 


in so far as, in the normal course ot 
business, they can offer faciJities tv 
ease temporary inconvenience A: 
far the process of Hiquidation, here 
again if may be well tm poly out 
that the success of a liquidation 
j depends on the extent to which the 
liquidator can have plenty of scope 
| for realizing the assets on the best 
possible terms and in the most 
favourabie condition of the market. 
This may sound like cold comfort in 
rebuke of a natural impatience, but 
the fact remains that, if too ready 
,an car be given to importunity by 
the liquidator, by. so much the more 
is the liquidation liable to fall short 
of the ideal of serving the best in- 
terests of the Bank's creditors. On 
the cuuses of the failure there is still 
little to add to what has already been 
said. The official inauiry is necessary 
for fuller enlightenment. In the 
meantime the public interest demands 
steadfast refusal 1o apportion 
basis of inadequate 
astray 
into a 


Upsets 
occurred before. They have brought! 

ineculeated valu- 
1f Shanghai looks 
upon the present @ifficulties in that 
light, much may be done to fortify 
the community as a whole against 
further disaster and to equip it for 
eventval recovery. 


able experience. 
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” Patience Advised 


To the Editor of the 
“Nortn-Ciina Damy News” 


S1r—I am not sure that Mr. Palmer 
in this morning’s issue of your valued 
paper, makes a contribution towards 
reassuring Shareholders and Deposi- 
tors of the American-Oriental Group. 
The question also arises, whether 
those who are now being made the 
target of attacks are in a position to 
reply or defend themselves. 

The entire matter is still sub-judice. 
In due course, when a suitable liqui- 
dator has been found, the public will 
be informed as to what has actually 
happened. If the “plans” of the Di- 
rectors, to pay Dollar for Dollar. 
materialize, all the better. If not, it 
will be time enough to hear the bad 
news when it comes. In a_ recent 
leader, you very properly emphasized 
the need of sane thought and steady 
nerves inthis time of crisis and again, 
my entirely personal view is, that Mr. 
Palmer's letter is not a contribution 
to that end. 

I. M. A. Goat. 


Shanghai, May 31. 
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“A CASUALTY” 
Statement Desired 


To the Editor of the 
“Nortu-Curna Dairy News” 
Sin--I was particularly pleased to_ 
sve that “INTERESTED” suggested that 
the Officials of the Raven group 
should make some statement which ; 
might alleviate the worries of the 
shareholders. As a shareholder in 
three of the Companies of the group 
1 feel that jt is not an unreasonable 
request. { 
Your leader under the heading of ; 
“A Casualty” in your issue of last 
Monday pleads for tolerance and for- 
bearance on the part of depositors 
and investors so that the liquidation 
may proceed without hindrance. This 
is sound advice and would, no doubt, 
be followed by investors, but the gen- 
eral Jack of confidence in the manage- 
ment of these Companies which has 
existed during the past two years or 
so makes tolerance very difficult. 
Now to refer to the Asia Realty 
Company; I note that an application ' 
has been made to the U. S. Court for 
China for the appointment of a 
Trustee for the re-organization of the 
Company. This action may be quite 
in order and in accordance with 
American Company law but I am of 
opinion that no such action should 
have been taken without the shere- 
nolders being given an opportunity ot 
understanding the situation. I am wn 
favour of shareholders of this parti- 
cular Company forming a representa- 
tive body to protect their interests 
and, among other matters, to enquire 
into the question of bonuses granted 
by the Directors to certain Officials 
when no dividends were paid to 
shareholders, and the indebtedness of 
some of the same Officials to the 
Company. : 
I agree with you, Sir, that no. 
obstacle should be placed in the way 
of any legitimate attempt to straight-) 
en out this catastrophe, but it just 
as important that shareholders should\ 
take what action they can take to, 
protect their interests and to salvage 
what they can from the wreckage. 


Brrrish SHAREHOLDER. 
Shangha!l, May 31. 
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§ 
i NOTICE 
{ 


The Board of Directors of the 

ussian Merchants and Manufacturers | 
ciation (Chamber of Commerce), 

Shanghai, hereby informs all Russian 


epositors of the American Oriental 
§Banking Corporfti that the Asso- 
ciation found it necessary in their 
own interest to unite them, and has 
appointed Mr. A. A. Yagooboff, 
R-P.1.B.C. Com., Sc., Director, as the 


filing, information and intercourse 
Officer. 


All Russian depositors of the 
American Oriental Banking Corpora- 
tion are invited to register them- 
seives with the Association imme- 
diately. Apply to Mr. A. A. Yagoo- 
boff from 3 p.m. to 6 Pm. daily, at 
the office of R.M. and M.A., 746 Ave. 
Foch (Russian Club). 


BOARD OF DIRECTORS. 
x6369 
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AMERICAN ORIENTAL 
BANK’S AFFAIRS 


Liquidator to be Appointed 
This Morning 


Peiping, May 30. 


The naming of a liquidator for the 
American-Oriental Bank was delayed 
j twice to-day and will not now be 
announced until to-morrow morning. 

When the lawyers representing the 
Raven interests attended the United 
States Court this morning, Judge 
Milton J. Helmick said there would 
be no sitting until the afternoon. The 
lawyers attended again this afternoon, 
only to hear Judge Helmick state 
that he was not yet ready to announce ' 
the name of the liquidator, but would 
do so to-morrow morning.—Reuter. 


Chinese Interested 
Dr. H. H. Kung, interviewed in 
Nanking, stated that he had appointed 
an official to investigate the closing of 
the American-Oriental Bank. 
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“4 CASUALTY” 
Some More Facts 


To the Editor of the 
“Norra-Cuixa DAILY News” 

Sir,—l have read “INTERESTED'S™ 
letter in to-day's issue ot your paper 
regarding the American-Oriental 
Banking Corporation's “B” Common 
Shares and should like thoroughly to 
endorse everything he says. 

I was in the American-Oriental 
Finance Corporation for just over 
a year and resigned as from Ist inst, 
to establish a new Company. I am, 
therefore, in a position to write with 
authority on this matter, 

On May 28, we_ wrote to the 
American-Oriental Finance Corpora- 


tion on the basis of- the facts referred fF 


to by “INTERESTED.” We reminded the 
Corporation that, when I was in its 
employ, a number of B Common 
shares had been sold to clients and 
that at every Sales meeting those 
present were urged to push those 
shares. It was stated frequently that 
the Bank would at any lime buy 
them back at $2 less than the 
clients paid for them, It was added 
that I could produce witnesses in 
vonfirmation of that statement and 
that I specially remembered how 
strongly it was stated that the liqui- 
dating value would 
than $26. Purchasers were 
that the maximum they 
sibly lose would be $2 per share, 

On May 20, we wrote to the Ameri- 
ean Oriental Bank enquiring what 
dividend, if any, would be paid at 
the end of the current nalf-year. 
May 23, a letter was addressed to us, 
ng no very precise answer to the 
inquiry. It was not received until 
May 24, the day of the Bank's closure. 
Had we received it earlier we should 
have taken immediate steps to insist 
that those shares were taken back on 
the terms indicated above. 
enclosed in our !etter of May 28 a 
list of nine clients holding 1.060 of 
the shares in question, amounting ‘a 
about $23,000. : 

I might further disclose a fact 
yvbout the sale of these shares. Sales- 
men in the American-Oriental Finance 
Corporation were given a commission 
of $1 a share. When one considers 
that the usual local brokerage is % 
per cent. and that we were being 
offered almost 5 per cent. viz. $1. 
on $22—it can be seen how eager 
the people in authority in the Bank 
must have been to get rid of them. 
It might also be observed, in view of 
the above, that the salesmen them- 
selves should have hesitated to re- 
commend them to their friends but, 
inasmuch as the majority were sold 
last June when the Bank was about 
to declare a half-yearly dividend of 
$1 (which they did) and again, as 
there was every prospect (as we were 
assured) that they would pay 2 
further $1 or at -least 90.80 at the 
end of December, 1934, (actually they 
paid $60—making 2 total of $1.60; 
for the yeer), and bearing in mind’ 
the undertaking we had been given; 


‘ 


BP 


i G@tably and@ securely 


never be less }; 
assured 
could pos- } 


On }, 


We also} 
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that the Bank 
take, back shares 
had sold, at $2 
for them, it is 


we (the Salesmen?) 
less than was paid 
obvious that the 
chances were, for a period of just 
over six months, clients would make 
money, or at least come out almost 
square. Could the same have been 
said, with any degree of certainty, of 
any other jJocal securities over the 
same time? 

I would like to add, in conclusion, 
that I, of course, had no idea the 
Bank would close. We wrote them 
on May 20 regarding the prospects 
or otherwise of a half-yearly dividend, 
simply because it occurred to US, 
with the present favourable rates of 
exchange, clients could more pro- 

invest their 
surplus funds in sterling. 
W. R. B. PALMER. 


May 30. 
ee 


Shanghai, 


would at any time] 
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‘Judge Helmick Declares 
Intention To “Do Hard- — 
Boiled Job” With Bank 


Liquidator 
‘For Interests 
‘Of Depositors 


Calm But Searching 

| Investigation To Be 

Undertaken 

| SPEEDY PROBE OF 
SITUATION 

Exercise Of Practical 


Business Ability Is 
Now Required 


PEIPING, May 29.—During 
the afternoon session of the 
United States Court for 
China, Judge Milton J. Hel- 
mick said he hoped, within 
24 hours, to name a liquidator 
for the American-Orientak 
Bank and put him in posses- 
‘sion of the institution with 
\instructions to “do a hard- 
boiled -job.” He added that 
calm but searching investiga- 
‘tion would be made of every 
phase of the debacle. 

“The primary consideration of 
the Court,” he continued, “is for 
the depositors; and the liquidation 
must be in a manner which will 
hest benefit them. Liquidation 
‘should not be prolonged, but 
shouid. be terminated as sneedily 
-as is consistent. with gocd busi- 
ness. 

“The liquidator to be named by 
the Court will be a man of the 
_Court’s own choice, who hes not 
yet been sugrested by anyone. The 
Court does not censider technical 
‘banking experience,a.-yery  im- 
/portant qualification,.the job from 
how on is not one of banking, but 
of salvage. The job ealls for the 
; exercise “ef prattival - business 


FOR BANK 


et ee eee oe 


Mr. C. S. FRANKLIN 
oe impartiality and courage 
of the sternest sort. 
i “Liquidation will be conducted 
as economically as is practicable, 
which the single view of conserv- 
ling und collecting as much as pos- 
sible to pay the depositors.” 
The lawyers representing the 
Raven interests, Judge Cornell S. 
Franklin and Mr. A. H. Driscoll, 
will meet Judge Helmick at 10 
o'clock to-morrow morning when 
the name of the liquidator may be 
pessibly announced.—Reuter. 


} Mr. F. J. Raven's Statement 
» Judge Franklin and Mr, Driscoll 
‘left Shanghai by plane for Peiping 
on Saturday morning, the day after 
‘the American-Oriental Banking 
; Corporation closed its doors, in- 
volving the Raven Trust Company 
iand the American-Oriental Finance 
' Corporations. 
'  Itwas stated by Mr. F.J. Raven, 
.head of the Raven interests, that 
every possible dispatch would be 
made to have the affairs of the 
Corporation straightened out and 
that depositors in the bank would 
be repaid dollar for dollar. 

Monday and‘ Tuesday passed 
without Judge Helmick mentioning 
the matter in Court although both 
Mr. Franklin and Mr, Driscoll at- 
tended the sessions daily. 

Panic Subsides 

Consternation was created in 
Shanghai when a notice was posted 
outside the Bank’s offices at 29 
Nanking Road, on Friday morning, 
| announcing that withdrawals had 
been suspended and that the Cor- 


would be 


poration placed = in 
liquidation. 

By the following day, however, 
panic had subsided and depositors ; 
were taking the closure in a more 
or less philosophic spirit, the seal- j 
ing of the premises on Tuesday 
taking place almost without com- 
ment, 

Permission for the sealing of the 
premises was granted by Judge 
Helmick on the application of Mr. 
Franklin, acting on behalf of the 
Raven _ interests. 

On Monday, acting on behalf of 
‘Mr, Courtney Whitney, a promin- 


ent business man. and “others 
similarly situated” in Manila, 
Attorney E. A. Perkins filed a 


complaint in the Court of the | 
First Instance asking to place the | 
Anerican sJriental Finance Cor- | 
poration in receivership. 
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PREMISES OF BANK 
SEALED 


lus. Court Order Executed 
{ by Marshal 


In accordance with instructions 
rom the United States Court for 
hina, now in session in Peiping. 
he U.S. Marshal, Mr. E. L. Faupel. 
ccompanied by the Deputy Marshal, 
r. A. Peterson, yesterday morning 
ealed the premises of the American- 
riental Banking Corporation iu 
anking Road, pending the appoint- 
nent of liquidators. 
» The Court oficials were accom- 
panied by representatives of the 
hanghai Municipal Police, who have 
laced a guard on the building. Mr. 
IC. S. Franklin, attorney for the 
corporation who applied for an order 
rom Judge Milton J. Helmick, and 
‘Mr. A. H. Driscoll, who are now in 
eiping, are expected to fly back 
to Shanghai to-morrow, 


No Action Yet by Court 


} Peiping, May 28. 


° Another day pasesd without a sign 
when Judge Milton J. Helmick, of 
the United States Court for China, 
Wwhich is now in session here, would 
mnounce his decision in cocnnection 
vith the petition in equity for 
liquidation of the American-Oriental 
anking Corporation and the Raven 
Trust Company; the voluntary ap- 
plication for the appointment of a 
liquidator for these three concerns; 
and the application for the appoint- 
ment of a trustee to reorganise the 
Asia Realty Company. 

The lawyers representing the 
Raven interests, Mr. C. S. Franklin 
and Mr. A. H. Driscoll, waited in 
court all day, but nothing transpired, 
Judge Helmick continuing without 
interruption the hearing of the cases 
against the Peiping Union Medical 
College, which already has lasted 12 
days. Messrs. Franklin and Driscoll 
will attend the Court to-morrow 
morning, in the hope that a decision 
wiJl be rendered. Mr. Franklin has 
-postponed his departure until Sun- 
day.—Reuter. : 
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“A CASUALTY” 
A Suggestion 


To the Editor of the 
“Nortu-Cuixa Darty News” 

Sir.—Referring to your editorial— 
“A Casuaity’—in which you sum 
up the present difficult financial 
situation—I am a despositor of 15 
years’ standing with the A. O. Bank, 
and would point out that we are 
forced to face the facts which are | 
that, under pressure of our credit- 
ors and the prevailing complete , 
stagnancy in business, positions can }{ 
arise that may land some of us in} 
very serious. straits indeed, not 
only economically but vis-a-vis the 
various courts to which we are 
subject, 

The case being a purely banking 
difficulty, it seems to me that some! 
of the stronger banks might well) 
come to the assistance of us bona . 
fide depositors by coming to arrange- 
ments with the liquidators of this 
bank. By so doing they will al- 
leviate our position greatly and 
secure our business for the future, 
whilst being covered themselves 
(so far as I can understand) by the 
gradual realization of their assets. 

It should be a_ reasonable busi- 
ness proposition, I submit, for 
another bank to assist depositors in 
the A.O. Bank to the extent of an 
agreed propoftion of their balances, 
by arrangement. 

As depositors we are scattered 
and unorganized and, at present, in 
a helpless position. 

I would, therefore, ask you to 
open your columns:to bond fide sug- 
gestions from .those, who like my- 
self, are seriously embarrassed by 
this failure. 

D. K. 


Shanghai, May 27. 
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‘Appointment 


Of Liquidator 
Again Delayed: 


| Helmick Decision Today | 
, Forecasted As Court, 
PondersOn AOBE Steps; 


| PEIPING, May 3¢.-(Reuters).— 


! amcerican-Criental Bank was de-; 


be  anncunced until tomorrow 
morning. s | 

When the lawyers representing | 
the Raven interests attended court | 
this merning, Judge Milton J.! 
;Melmick said that there would be} 
no sitting cf the United States! 
‘Court fer China until 3 o'clock this 
!afternccn. H 

The lawyers concerned attended ' 
court again this afternoon only to} 
near Judge Helwick state that he 
! vas not yet ready to announce the 


!name of the Nquidator, but would): 


, dation 
« Banking Cor 
j Within the 

.¢Y Finance as i 
isheltering 


de so tomorrow morning. 


Depositers Fret Here 
Delay in the naming of a liqui- 


eator of the American-Orientali¢ 
Bank, the American - Oriental 
Finance Corporation, and tne 


Raven Trust Company, three Raven 
interests which failed last Friday. 
dashed funther cold water on the 
hopes of depositors and creditors of 
the three institutions who had 
hoped that Judge Heimick would 
ecme to a decision by this time. 

On the other hand, Judge 
Helmick’s statement that the de- 
positors will be ccnsidered first and 
that a thorough investigation of 
.the failure of the three organiza- 
tions will be made has given them 
the first ray of hope since 
‘ Friday. 


iVhe naming of 2 Hquidatcr for the i’ 
! 


itayed twice today and will not now): 


jast |; 
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31, 


ef the 


scope cf the M: istry 
tb is a foreign bank 
under extraterritoria} 


22 


jurisdiction. 


Minister Kung ne 


reealled that 


, Jess than six or seven foreign banks 


} jhave maintained their credit to tn 


established in China, have gon: 
intc liquidation at various times in 
While scme of tiem 


wards their 


, | last. 


‘ {prestige in China, 
. {pressed confidence : 
American-Orienti:! 


‘Ryssian depositors and creditors |: 
of the bank, whose aggregate credits]; 


total some $4,0000,000, are registering 
with the Russian Chamber of 
Commerce who will represent them 
in liquidation proceedings. A 
group of American depositors and 
creditors of the three organizations 
have selected Attorney N. F. All- 
{man to represent them in the 
liquidation proceeaings. 


The studies of the failure of the], 


Ithree institutions and liquidation 
‘preceedings are expected ‘to be 
made public. The work of the 
liquidators is expected to. take 
several months and actual pay- 
ments of bank deposits are not ex- 
pected to start for some time. 


Kung Denies Jurisdiction 
NANKING, May 30.—(Kuomin).-- 
Dr. H. H. Kung, minister of finance, 
in an interview, said that the liqul- 
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In the interest of American trade 
Dr. Kung 
that tne liq: 
the 
Corperation would be 
in aecccrdance 


dation of 
Banking 
strictly carricd out 
with American law. 


American-Orienta! : 


poraticn dces nct come — 
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THE BANK FAILURE - 
editor, 
Tite SHANGHAYT TIMES 

Sik,--Of course T am only a 
avoman, and cannot be expected to 
know anything about hich finance 
such as brings on bank failures 
and such like, but all the same I 
have my instinct and my ewn 
opinions regardine the outecme of 
the investors’ interests in the 
A.O.B.C., and if these are wrong, 
then they are only on a par with 
the beautiful statements the banl: 
and its minions have been pour- 
ing forth into the public ear these 
many meons—aye, years. 

We have all, from time to time. 
Seen recipients of _ beautifully 
worded letters from this concern, 
all printed on fine quality paper; 
charmingly, almost lovingly word- 
ed; the signer has done everything 
but add love and kisses. Further, 
We were only a few months ago, 
»nresented with the prettiest little 
balance sheet that ever you did 
spy, and where has jt all led? 

I note that timid writers to the 
press, and cautious news column 
writcrs, continue to hand out bou- 
aquets to the marvellous business 
ability and integrity of sundry of 
the Big Business Men who have 
breught on this thing, losing sight 
of the fact that these B.B.B’s who 
a our money have now lost 
it. 


Anyway, here is one soul who is 
not going to join the chorus of: 
adulation and in the meanlime I 
often wonder what the gentleman 
is now doing who used to devote 
his time to composing the litera-! 
ture previously referred to. I can 
safely say that not one of the 
beautiful bunch of B.B.B’s who; 
have handled this bank and _ its, 
associate concerns is ever going, 
to get a cent of my savings in 
future, and there are many whoj 
will incline the same way. They 
can say what they like about the 
silver situation and other causes, 
but the real reason is just nlain 
bad bankine. and I for one feel 
something like poor Mrs. Rams- 
hettom and have a hazy feeling 
that “somebody ought to be sum- 


moned,.”” is 
1 Ag “THE Fry.” 
Shanghai, May 30, 1935. 
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| 
"To Be Judge’s Instructions 
to the Liquidator 


PRIMARY CONSIDERATION 
“FOR DEPOSITORS 


Peiping, May 29. 

During the afternocn session of the |. 
United States Court for China, Judge } 
Milton J. Helmick said he hoped, 
within 24 hours, to name a liquidator 
for the American-Oriental Bank and 
put him in possession of the institu- 
tion, with instructions to “do a hard- 
boiled job.” He added that a calm 
but searching investigation would be 
made of every phase cf the affair. 

“The primary consideration of the 
_ Court,” the Judge continued, “is for} 
ithe depositors, and the liquidation 
must be in a manner which will best 
benefit them. Liquidation shsuld not 
be prolonged, but should be termin- 
uted as speedily as is consistent with 
good business. 

“The liquidator to be named by the 
Court will be a man of the Court's 
own choice, who has not yet been 
suggested by anyone. The Court 
does not consider technical banking 
experience a very important quali- 
fication: the job from now on is not 
one of banking, but of salvage. The 
job calls for the exercise of practical 
business ability, impartiality, and 
courage of the sternest sort. 

“Liquidation will be conducted as 
conomically as is practicable, with 
ithe single view of conserving and 
Fecllecting as much as possible to pay 
the depositors.” 

The lawyers representing the 
Raven interests, Mr. C. S. Franklin 
and Mr. A. H. Driscoll, will meet 
Judge Helmick .at 10 o'clock to- 
morrovy morning, when the name of 
the liquidator possibly may be an- 
nounced.—Reuter. 


Russian Interests Uniting 


An advertisement on the front 
{page of this issue states that the 
Board of Directors of the Russian 
“Mevchants and Manufacturers Asso- 
ciation (Chamber of -Commerce), 
Shanghai, ‘hereby informs all Rus- 
sian depositors of the American- 
Oriental Banking Corporation that 
the Association found it necessary in 
their own interests to unite them, and 
has appointed Mr. A. A. Yagooboff, 
R.P.LB.C. Com., Sc., Director, as the 
filing, information and _ intercourse 
otficer. All Russian depositors of 
the Amerioan Oriental Banking Cor- 
poration are invited to register them- 
selves with the Association imme- 
diately. 

It is stated that on Monday. 
‘deposits of over $100,000, held by 
about twenty Russians were regis- 
tered and on Tuesday and yesterday 
another $60,000, by a large number 
of small depositors. Registration 
will be continued up to June 5, after 
which date a general meeting of 

ussian depositors will be called. The 

ussian Industrial and Commercial 
ociety has cabled to Judge Helmick 
sking him #o reserve a seat on the 
iquidation committee for a represent- 
tive of Russian depositors. 


4 


“SHE NORTH-CHINA DAILY NEWS, THURSDAY, MAY 30, 1935 


Timely Help 
i 


Ts the Editor of the H 
i “Noru-Cuina Dai.y News” { 


Sir—In the interest of the unfor 
tBnate depositors of the American+ 
iental Bank, we would very TH 
agpreciate it 1f you allow’ us to use} 
t columns of your valuable papera« 

Ve read with great satisfaction in‘ 
tHe Russian newspapers the advertise-; 
ngent of the Thriftcor Bank express- 
ine the wish of stepping in with 

diness to help ,the depositors of 

American-Oriental Bank who lost 

trol over their thin funds owing 
i bankruptcy of a Bank. 

It is needless to mention that the 

jority of the depositers, the larger 
p@rt of whom are Russians, are be- 
tds well-off people, and the loss of 


control over a few hundred dollars 
of their savings made them to face 
daily needs in despair. 

We, the undersigned, acting on our 
own accord, wish to underline the 
generosity and wisdom of the Thrift- 
cor Bank administration in coming in 
with a timely help to those who were 
not their clients, just for the sake of 
humanity, sparing of troubles and 
pacification of feeling among the un- 
fortunate depositors that might have 
led to disposal of doubtful funds at 
no price. 

We do not suggest more than this: 
not only unfortunate depositors but 
all the Russian numerous colony from 
now on should remember that there 
is a friend in need—the Thriftcor 
Bank, and remembering this, duly 
welcome offered service in time. r 

P. S. GRIGORIEFF. 

WwW. E. ULANoFF. 

iM. S. Biocn. 
N. A. SHIMOLIN. FS 


Shanghai, May 29. 
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i “A CASUALTY” 
Shareholders’ Position 


To the Editor of the 
“Nortu-Cuina Datty News” 


Sir.—Much has been said in your 
newspaper about the prospects of a 
100 per cent. dividend to depositors, 
but nothing about the affected share- 
holders. Does this imply a nil return 
to shareholders? 


During the winter months I and 
some of my friends were approached 
by the American-Oriental Finance 
Corporation to purchase A.O.B.C. 
shares which were held by the 
A.O.F.C. Before agreeing thereto, I 
enquired the reasons of the A.O.F.C. 
for wishing to dispose of. such ap- 
parently desirable securities, and was 
assured that the only reason was that 
the Directors had considered it bad 
policy to hold too many shares in 
their associated concerns and, .were 
therefore, reluctantly permitting the 
public to participate in those 
securities. At the same time we were 
informed that whereas the snares 
were being sold at’ $22.00, the 
A.O.F.C. would guarantee a resale 
value of $20.00 and that the liquida- 
tion value was $26.00. Do the A.O.F.C. |. 
intend to stand by their assurances? 


Far be it from me to question the 
public-spiritedmess of the Directors }! 
of the Raven group, for are they not 
all, all honourable men, but perhaps 
Mr. Raven or Mr. Sandor or Mr. 
Kieffel might care to say a few 
words to alleviate the worries of the 
shareholders. 


INTERESTED, 
Shanghai, May 28. | 
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—en, 


Mr. N. F. Allman, representing 


depositors of the American Oxienta 
Banking Corporation, who had _ re- 
urn ere by air from Peiping to 
learn the wishes of his clients, left 
by air again yesterday morning for 
Peiping to attend the U.S. Court for 
China now in session there. A large 
group of depositors who visited his 
offices were received by Mr. Roy 
Allman who asked them to choose 


five representatives from among] 


themselves. Mr. N. F. Allman re- 
turned ¢o learn their wishes in con- 
nection with the liquidation of the 
bank. It is understood that his 
clients include many Chinese and 
Russians and several small Chinese 
banks. 


~The Shanghai Evening Post & Mercury, Thursday, May 30, 1935 - 


Naming Liquidator 
Is Delayed Again, 


Judge Helmick Expected, 
To Act On Bank ' 
This Afternoon 


(Reuter’s Agency) 
PEIPING, May 30.—The naming 
of a Hquidator for the American- 
Oriental Banking Corporation, ; 
which was fixed to take place at | 
10 o'clock this morning, has been } 
delayed until this afternoon. 
Judge Milton J. Helmick an- 
nounced at 10.30 this morning that ; 
there would he no sitting of the: 
United States Court’ for China; 
unt 3 o’clock this afternoon. . 


i 
{ 
i 
1 


4 
it 


: Judge Helmick Determined 
(United Press) 

| PEIPING, May: 29.—In_ post- 

poning his action appointing 2@& 

‘ivuidator for the- American- 


Oriental Banking Corporation and |’ 


: 
| try of Finance has already sent an 


Helmick, Judge of the United States |i cmcial 


allied companies, Judge Milton J. 


|Court for “China, 
afternogn: : a 
| + “Within: 24 hours the: Court hopes 
to name. the Jiquidator- 

,in possession of the bank th 
instructions to do a hard-boiled job.. 
| “A calm but searching investiga- 
tion will. be mede of every phase 
of the debacle. The primary con- 
cern of the Court is for the de- 
positors. Liquidation must be in a 
manner that will benefit them best, 
and it should be terminated as 
speedily as is consistent with good 
business. 

| No Suggestions Needed 

“The liquidator will be a man of 
the Court’s choice without sug- | 
lgestions from anyone. We do not 
| consider technical banking ex- 
perience the most important quali- 
fication, for the job is not a 
banking, but a salvage job. 

“Yt calls for the exercise of 
practical business ability, impar- 
tiality,. integrity and the sternest 
lcourage. The liquidation will be 
ltconducted as as prac- 
ticable with the single view of 
conserving and collecting as much 


declared this 


.ecllection of new levies to fill the 


as possible in order to pay the 


depositors.” 


Dr. Kung Speaks 
(Sin Wan Pao) 
NANKING, May 29.—The Mini‘- 


to inquire into the failure of 
the American-Orienial Banking 
Corporation in Shanghai, Dr. H. x, 
Kune, vice-President of the Execu- 
tive Yuan and Minister of Finance, 
declared in an interview today. 

Nes a féw foreign banks have Sus- 
pended business in Shanghai in the 
past and some of them have 
liouidated their obligations satisfac- 
torilv. he seid. The failure of th? 
‘American-Oriental Banking Cor 
poration should. have an important |: 
bearing on the confidence placed by 
the general public in“American busi- 
ness and it is expected that the 
bank. will be liquidated according to 
law, Dr. Kung added. . a: 

With - regard. to the abolition of |. 
interpcrt transit duties and - the} 
reductioh of export duties, -Dr/ [ 
definitely ‘aririounced that they wilt 
e® enforced as. from. July 1 instead 
of June 1. Arrangements for: tne 


and 
been 


gap caused by the abolished 
reduced tax rates have not 
ecmpleted, he stated. 
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Judge Helmick Delays In | 


Bank Case 


Application | 


Lawyers Who Flew From Shanghai Wait In Court, 
All Day, But Nothing Happens; All Premises 
Here Sealed Up To Await The Liquidator 


PEIPING, May 28.—Another day 
passed without a sign when Judge 
Milton J. Helmick, of the United 
States Court for China, which is 
would an- 


now in session here, 
nounce his decision in connection 
with: 

le-The petition in «equity for the 


the American- 


liquidation 
Oriental 
and the FT 
w.--The volun 
the 


‘onipanys 
cation for 
za liquidator 


for these ¢ end 
%.-—The applica er the ap- 
potntment ao trustee to 
reergzanise the Asia Realty 
Compuny. 
The lawyers representing the 
liaven interests. Mr. Cornell 5S. 


Franklin and Mr. A. H. Driscoll, ! 


wai in court all day, but _noth- 
ing transpired, Judge Helmick con- 
tinuing without interruption of the 
tases against the Peking Union 
Medical College, which has already 
lasted 12 days. 

Messrs. Franklin and Driscoll 
will attend court to-morrow morn- 
ing in the hope that a decision will 
be rendered. Mr, Franklin has 
postponed his departure until Sun- 
day.—Reuter, 


Local Premises Sealed 


The offices of the American- 
Oriental Banking Corporation, 
the Raven Trust Company and 


the American-Oriental Finance 
Corporation, at 29 Nanking Road, 
were officially sealed yesterday 
morning by the Marshal of the 
United States Court for China. 
This action followed the grant- 
ing of a sealing order yesterday 
by Judge Milton J. Helmick, who 
is conducting sessions of the 
Court in Peiping. Application for, 
the order was made by Mr. Cor- 
nell S. Franklin of Messrs. Fran- 
klin and Harrington, 
for the Raven interests. 


‘orporation | 


The American-Oriental Bank- | 
_ing Corporation closed its doors 


‘last week by order of the Board 
lof Directors, who simultaneously ; 
j announced their intention of 
‘applying to the Court for an; 
iorder to liquidate the concern. 
‘Similar action was envisaged in! 
regard to the Raven Trust Com-; 
pany and the American-Oriental! 
Finance Corporation. | 

Application for the liquidation’ 
orders was made to the Court in: 


‘Peiping yesterday, but Judge 
}Helmick announced that he re-; 
‘quired a little time to consider' 


ithe matter before giving his de-: 
cision. i 


: Complaint Filed In Manila; 
' MANILA, May 27.—Acting on 
behalf of Mr. Courtney Whitney,! 
a prominent business man andi 
“others similarly situated” ini 
Manila, Attorney E. A. Perkins: 
to-day filed a complaint in the, 
Court of First Instance to place’ 


the American-Oriental Finance, 
Corporation in receivership. —' 
Reuter. 


attorneys 


F so 
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PETITION FILED) 


OVER BANK | 


American-Oriental Lawyer 
In Peking 


RUSSIANS FORM BODY 


Wish Representation with 
Liquidation Board 


Peiping, May 27. 
A petition in equity for Licwidation 
of the American-Oriental Banking 
_Corporation, the American-Oriental 
Finance Corporation and the Raven 
. Trust Company, and a voluntary ap- 
plication for the appointment of a 
: liquidator, were presented this after- 
noon to Judge Milton J. Helmick, of 
the United States Court for China, 
now in session here. 

The petition and applicaticn were 
presented by Mr. Cornell S. Franklin, 
; attorney for the Raven interests, who 
‘ flew here specially for that purpose. 

An application was also made by 
Mr. A. H. Driscoll, Vice-President of 
the Asia Trust Co., for a trustee to 
be appointed and reorganise the Asia 
Realty Company. 

: Although Judge Helmick this morn- 

ing intimated that he would announce 
his decision later in the day, ke stated 
this afternoon that he was not yet 
ready to make any decision. i 
j;. Another application submitted by 
Mr. Franklin, however, requesting 
that the American Marshal in Shang- 

ai seal the premises of the American- 

riental Banking Corporation, the 

American-Oriental Finance Corpora- 

ion, and the Raven Trust Company, 

as approved by Judge Helmick. 

Judge Franklin to-day stated that 

e hoped to return to Shanghai by 

he ‘plane leaving here on Wednes- 

ay.—Reuter. 
Liquidator for Philippines 
. Manila, May 27. 
Mr. J. Warner Brown, of Shanghai, 


as a result of a court order to-day, 
was appointed receiver for the Ameri- 


can Oriental Finance Corporation's | 


operations in the Philippines. 


This action was taken following the | 


petition for a receivership which was 
filed by Mr. Courtney Whitney, one 
of the firm's important clients. The 
petition cited the liquidation of the 
Shanghai office of the company.— 
United Press. . és 


‘are now in ‘process o: ici 
‘ar w in process of ii = 
selves into sn organized body, with 
B& Purpose of defending their_in- 
terests, legally and otherwise, as. . 
unit, ‘Nhe .. Russian - Industrial” and 
Commercial. Society took the lead in 
formation of this unit, by issuing 
have 


on appeal to all - th 
depasits inthe bank to register thelr | 


names, With the “amount of” their 
deposits, in thelr office, which an 
the new Russian Club building at 
746 Avenue Foch: It is. announced 
that the appeal.will also be made 
shortly to outport residents, especial- 
}y_in Tientsin; where the bank had a 
prenctc mer . 

t is stated in reliable quarters 
that it is the intention of the society 


tstitute in the interests of the de- 
positors. : 


fioans on easy terms te those small 
| depositors who have been hardest 


‘for those whose deposits amounted 
{to less than $500. 


\total of $800,000 ‘was remitted to 
(Shanghai on May 22 by order of Mr. 
‘}Chane Chiung-po, the General Man- 
jlager. ; 

1° "Admiral Shen Hung-lieh, Mayor of 
“i Tsingtao, upon learning this, decided 


The Thriftcor Bank, a Russian or- 
ganization, organized and existing 
und@cr American law, is now offering 


hit by the closing of the American- 
Oriental Banking Corporation. The 
‘Thriftcor Bank thas announced that 
they are ready to issue loans on €asy 
terms up to twenty per cent. of the 
amount which each individual had 
on deposit in the bank now closed. 
his offer of help, however. is only 


Tsingtao Action 
Tsingtao, May 27. 

Under instructions from the Tsing- 
tao Municipal Government, a Liquida- 
tion Committee to investigate the] 
accounts of the recently suspended 
Tsingtao branch of the Ming Hwa 
Commercial and Savings Ban -was 
ipeointed yesterday. yee a 

The committee is composed of 
representatives of the Tsingtao Bank- 
ers’ Association, the Tsingtao Bar 
Association, and the creditors. 

Proceeding immediately with its 
work, the committee foun? that a 


that judicial proceedings be initiated 
against Mr. Chang. : 

Ten specific charges of irregulari- 
ties on the part of Mr. Chang are 
enumerated by the creditors of the 
Bank ih a manifesto issued yesterday. 
—Kuv Min. 

Directors Responsible 
Nanking. May 27. 

It is learnt that the Ministry of 
Finance, in an-order to the Ming 
Hwa Commercial and Savings Bank, 
instructs that the members of the 
Boards of Directors and Supervisors 
will be held jointly responsible for 
the bank’s operations. A detailed 


statement of the ltabilities and assets, | 


drawn up by chartered accountants, 


without delay. 


The Ministry has also instructed | 


7, Hsu Kan, the new <Administra- 
ive Vice-Minister of Finance,. to 
upervise the liquidation of the head 


in. 
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Two Tientsin Banks 
Have “Runs” 


TIENTSIN, May 25.—Af- 
fected by the temporary sus- 
pension of business of the 
local branches of the Amer- 
ican Oriental Banking Cor- 
poration and the Ming Hua 
Commercial and Savings 
Bank, the Tientsin branches 
of the National Industrial 
Bank of China, and Dah 


Chung .Bank experienced a. 


run yesterday. 

The run, however, was 
tided over later in the day 
as result of rapid measures 
taken by the banks to meet 
all demands from the deposi- 
tors.—Central News. 
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Underwriters Savings Bank 


Explained | 


Frank Statement Made Yesterday Afternoon By ; 


Mr. C. V. Starr; Strong Cash Position Is 


Emphasized; Asia Life Insurance Assets 


Questioned yesterday afternaon 
regarding possible reactions of 
the suspension of the American- 
Oriental Bank and affiliated com- 
panies on American business in 
China, Mr. C. V._ Starr, Chair- 
man of the Asia Life Insurance 
Company and_ President of the 
Underwriters Savings Bank, said 
that while the difficulties of the 
Raven institutions were regret- 

-_—_oor — 


‘| table, and most unfortunate from 
‘| the standpoint of American pres- 
tige, other sound institutions, Am- 
erican and otherwise, have suffer- 
ed no widespread lack of con- 
fidence or business as a result. 
“Tt is in times like these,’ he 
said, “that properly managed 
companies display their real 
strength and public usefulness. 


Undoubtedly, the American silver | 


_policy has worked with other 


factors in making the present; 


‘times difficult, but trouble’ in 


‘which various local companies’! 


ihave become involved may 
‘traced to matters much more 
{simple, such as borrowing short- 


; term unsecured money and plac-; 


‘ing it in fixed investments.” 
t No Connections 
In response to queries put by 


representatives of Shanghai : 


newspapers regarding any pos- 
sible connection between the 


werateheeStnSSLST7EzESLLIEAGETESERLLELIESESELERESTENETEROOOS COONS 


Raven interests and his own com- 
oanies, Mr. Starr made the fol- 
towing frank statements:— 

“J am glad of an opportunity 
so make our position quite clear. 
First of all, the Underwriters 
Savings Bank has no connection 
with the Raven interests and 
never has had. To a large degree 
it is a competing organization, 
though its character is different 
in that it is ¢xclusively a savings 
bank and does no general bank- 
ing business. 

For the past couple of years, 
due to business conditions, the 
Underwriters Savings Bank has 
made «a practice of keeping a 
strong cash position. During the 
past few months, a period of in- 
creasing financial . stringency, this 
position has been further fortified 
in anticipations that people might 
be forced to draw upon their 
| savings. Over this period it has 
'been the policy of the bank to 
ikeep a» dollar in cash in its vaults 
'for evel dollar of demand de- 
~pesits. is was the position om} 
\May 24 and the position is 
stronger to-day. 

Assistance Not Needed 


The Underwriters Savings 
Bank has been endorsed as & 
savings, institution by the larger 
banks, and the National City Bank 
of New. York in particular has 

(Continued on Page 7, Col. 4.) 


fae a long time been especially 
well acquainted with its work and 
exact position. As a result, as- 
sistance was promptly offered by 
these banks, anticipating trouble- 
some reactions when the Amer- 
ican-Oriental Bank’s position be- 
came known. While such offers 
are naturally greatly appreciated 
it is even more satisfactory not 
ilto need the assistance. 
I “Most of the bank’s clients have 
carried) on normal deposits and}: 
withdrawals. Some have been 
anxious. In times such as these 
the management appreciates and |: 
fully sympathizes with such a}: 
. feeling. In all cases where such |' 
anxiety was manifest, we have 
encouraged such_ depositors to 
withdraw their funds, at least 
temporarily, for their own peace 
| of mind. 
Asia Life Position 
! “As regards the Asia Life In- 
surance Company, there was 
| once a rather close relationship 
between it and the Raven group, 
but for many years the only con- 
tact has been that a small per- 
leentage of Asia Life investments 
is in securities of this group. | 
{| “Al of these investments and} 
| eredit balance in the Raven Trust 
i Company have been completely 
written off, although they may not 
be a total loss. The action was; 
| part of a_ general writing-down ! 
ipolicy including these  invest-j 
ments to assist which the last 
annual meeting of the Asia Life 
decided to omit final ‘stockholders’ 
dividends for the year.’ 


“The position of the Asia Life 
is that on December: 31, 1934. it | 
had $5,500,000" policy-holders’ re- | 
serves, $583,000 capital, nd sur- | 
iplus funds, including . special re-|- 
‘serves, of $477,000. ~ Since the 

beginning of ‘the ‘Year, T ‘estimate 

a the company ‘has. earned 

about $100,000, ‘so that the sur- 

plus, kad fothing ‘been ‘writing |. 
off, would be $571,000. 

“To write off the Raven group 
items has required $270,000, re- 
ducing assets three and three- 
quarters per cent. Thus the sur- 
plus funds now stand at $300,000. 
The capital is undisturbed and 
the reserves have considerably in- 
creased since | January _ first. 
Pdlicy-holders’ dividends will not 
be affected as the entire write- 
af represents less than nine 
months’ operating profit. 1 

“Mr. Raven previously serve } 
as a Director of the: Asia Life 
but recently resigned. He has 
never had any connection with 
the Underwriters Savings Bank.” 

——— a F 
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AMERICAN-ORIENTAL 
BANK’S POSITION 


Representatives Fly To: 
Peiping To Arrange 
For Liquidation 


FIRST EXCITEMENT 
HAS: SUBSIDED 


In an effort to proceed as 
speedily as possible with the li- 
quidation of the_involved affairs 
of the American-Oriental Banking | 
Corporation and affiliated bodies, | 
The Raven Trust Company and; 
American-Oriental Finance Cor-| 
poration, Mr, C. S. Franklin, at- | 
torney for the Bank, and Mr. A. 
H. Driscoll, secretary, left Shang: | 
hai yesterday morning by C.N.A.C. 
‘plane for Peiping where they will | 
place before Judge Milton D.; 
Helmick, of the United States; 
Court for China, a petition for; 
the appointment of a liquidator. | 
A petition for the appointment of | 
a trustee for the Asia Realty} 
Company will be submitted to; 
Judge Helmick at the same time. 

Following the closing of the 
joors of the American-Oriental | 
Bank on Friday morning and the 
announcement of Mr. F. J. Raven, 
nead of the institution and other 
Raven interests, that depositors of 
the bank would be repaid dollar 
for dollar, the firm’s attorney, 
Mr. Franklin, prepared to pre- 
sent the petition for liquidation to 
the United States Court for China 
immediately. The ‘Court is at 
present holding sessions in Pei- 


‘ 
+ 
i 
1 


ping and is not expected back in|! 


Shanghai for two weeks. 


me ee 


~ 


It was understood from officials |‘ 


of the bank that immedistely a 
liquidator is approved by_ the 
Court the process of straighten- 
ing out the affairs of the institu- 
tions will be commenced with the 
object of avoiding as much addi- 
tional inconvenience to depositors 
as possible. 

A number of depositors appear- 
ed at the bank yesterday morning 
hoping that the doors might be 
open for business, but they were 
disappointed, The general outward 
excitement in the vicinity of the 
Bank the previous day was absent 
yesterday, however. i 


oo 
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TANKS CLOSURE 
ITS RUSSIANS 


Many Small Deposits in 
American Oriental 


A NEW RUN CHECKED 


Dollar for Dollar is 
| Underwriters’ Boast 


The closing of the American Orient- 
3] Banking Corporation has brought 
about a tense situation in the local 
Russian, community. It is said that 
the approximate amount of money 
Geposited by Russian residents is over 
$5,000,000. Almost all Russlan- mer- 
chants had their accounts in the 
American Oriental Bank, while hun- 
dreds of others kept their savings 
there. 

The majority of deposits made by 
Russians were very small, ranging 
from $50 to $500, but the fact vhat 
they represented the only savings of 
hundreds of people whose monthly 
budget in manycasesis below $100 
makes the situation the more grave. 
Yesterday there were hundreds of 
teiephone calls to local Russian news- 
papers, from depositors trying to 
obtain the latest information regard- 
ing the closing of the bank. 


The Underwriters Bank 


Questioned yesterday regarding 
possible reactions to the suspension 


of the American Oriental Bank and 
aMiliated companies on American 
business in China, Mr. C. V. Starr, 


chairman of the Asia Life Insurance 
Company and president of the Under-; 
writers Savings Bank, ssid that there; 
had not been any widespread lack 
ef confidence or business as a result. 
“Undoubtedly the American silver 
policy,” he said, “has worked with 
other factors in making the present 
times difficult, but troubles in which 
various local companies have become) 
involved may be traced to matters 
jmuch more simple. such as borrowing, 
ishort-term unsecured money and 
‘placing it in fixed investments.” 

Mr. Starr continued:— 2 

“J am glad of an opportunity to 
imake our position quite clear, First 
of all, the Underwriters Savings Bank 
has no connection with the Raven 
interests and never has had.- To a 
large degree it is a competing organ- 
ization, though its character is differ- 
ent in that it is exclusively a savings’ 
bank and does no general banking 
business. For the past ‘couple of 
years, due TO business ‘conditions, thw 
Underwriters Savings Bank has made 
a practice of keeping a strong cash 
position. During the past few months 
—a period of increasing financial 
stringency—this position has peen. 
further fortified in anticipation that 
people might be forced to draw upon 
their savings. Over ‘this period, 2t 
has been the policy of the bank to 
keep a dollar in cash in its vaults fur 
every dollar of demand - deposits. 
This was the position on May 2¢ and 
the position is stronger to-day. 


Assistance Not Needed 


“The Underwriters Savings Ban« 
a savings 


result, assistance was promptly offer-, 
ed by these banks, -but, while such 
-offers naturally are greatl 

ciated, it is even more isfactory 
not to need the assistance. eh 


cis in 


“Most of the bank's clients have 
carried on normal deposits and with- 
drawals. Some have been anxious. 
In times such as these, the manage- 
ment appreciates and fully sympath- 
izes with such a feeling. In all cases 
where such anxiety was manifest, we 
have encouraged such depositors to 
withdraw their funds, at least tem- 
porarily, for their own peace of mind. 

“As regards the Asia Life Insurance 
Company,. there was once a rather 
close relationship between it and the 
Raven group, but for many years the 
anly contact has been that a small 
percentage of Asia Life investments 
securities of this group. Al 
these investments and credit balances 
in the Raven Trust Company have 
been completely written off, although 
they may not be a total loss. The 
action was part of a general writing- 
dov-n policy includng these invest- 
ments, to assist which the last annual 
meeting of the Asia Life decided to 
omit final stockholders’ dividends for 
the year. 

Asia Life's Position 


“The position of the Asia Life is 
that, on December 31, 1934, it had 
$5,500,000 policy-holders' reserves, 
$588,000 capital, and surplus funds. 
including special reserves, of $471,000. 
Since the beginning of the, year, I 
estimate the company has earned 
about $100,000, so that the surplus. 
had nothing been writing off, would 
be $571,000. To write off the Raven 
group items has required $270,000. 
reducing assets 33; per cent. Thus 
the surplus funds now stand at $300,- 
000. The capital is undisturbed and 
the reserves have considerably in- 
creased since January 1. Policy- 
holders’ dividends will not be affec- 
ted, as the entire write-off represents 
less than nine months’ operating 
profit.” 

Run Subsides 


& minor run which started on the 
Underwriters Savings Bank on ‘he 
Bund on Friday morning has subsid- 
ed, and the situation at the bank was 
more or less normal_ yesterday: In 
an advertisement inserted in the 
Chinese papers yesterday, the authori- 
ties of the institution announced that 
the office hours have been extended 
from 9 a.m, to 4 p.m. on week days. 
and from 9am. to 12.30 p.m. on 


Saturdays 

Mr. C. S. Franklin, attorney for 
the F. J. Raven interests, left by 
aeroplane yesterday morning for 


Peiping, to apply for the liquidation 
ef the American-Oriental Banking 
Corp., American-Oriental Finance 
Corp., and the Raven Trust Co., all 
of which closed their doors on 
Friday. Judge Milton J. Helmick of 
the U. S. Court for China is at 
present in Peiping. E 

The Asia Realty Co., which is to 
apply for a trustee in the U.S. Court 
for reorganization, carried on bdusi- 
ness as usual yesterday. An official 


1935 


of the firm informed the “North- 
China Daily News” that, as far as 
the firm was concerned, everything 
remained normal, 

Officials of the banking corpora- 
tion expressed the hope of bringing 
about an early liquidation in the in- 
terest of the depositors. It was 
hoped that, with the appointment of 
a liquidator, partial payments to the 
depositors might be made first, and 
the belief was expressed that every 
depositor would receive full payment 
of deposits. 

Clesure of Chinese Bank . 


An emergency meeting will be 
held on June 9 by the shareholders 
of the Ming Hwa Commercial and 
Savings Bank, 330 Peking Road, 
which suspended business last 
Friday, following the closure of its 
branches in Tsingtao, Tientsin, and 
Peiping. With the departure of the 
responsible officials for the north, 
all account books and important 
documents of the institution have 
been deposited with Mr. Wei Chun, 
a lawyer, and Mr. Cheng Kai, a 
public accountant. 

According to a Chinese telegram 
from Tsingtao, more than 1,000 de- 
positors of the branch bank there 
surrounded Admiral Shen Hung-lieh, 


the Mayor, in front of the City 
Government building, last Friday 
morning. The demonstrator, disper- | 

Bureau ! 


sed after an official of 
of Social Affairs had explained that | 
the bank had been instructed to’ 
raise $600,000 to pay the depositors. } 

The Ministry of Finance is ler- 
stood to be paying close attention ta 
the banking situation. 
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CHE AMERICAN ORIENTAL] 9 ~*~ 
BANK’ CLOSES DOORS 


American Oriental Finance Corporation and Raven 
Trust Follow Suit: Tientsin Branch Also Shut 


ASIA REALTY /APPLYING FOR TRUSTEE 


Depositors to Come First, Says Mr. F. J. Raven: 
Hopes of Repaying 100 Per Cent. 


N spite of the fact that the American Oriental Banking Cor- 
I poration, with its head offices at 29 Nanking Road. made a 
profit of nearly six lakhs last year, had approximately $8,000,000 
in deposits, and a capitalization of approximately $4,700,000 the 
Board of Directors, meeting yesterday morning, decided to close 
the bank and apply for liquidation through the United States 
Court for China. At 10 a.m., notices to this effect were posted 
at the main doors in English, Russian, and Chinese. ; 


The notice in English read:—-‘‘The American Oriental Banking 
Corporation has been closed by order of the Board of Directors , 
pending an application to the U.S. Court for China for the appoint~ i 
ment of a liquidator. (signed) Secretary.” 2 


With the same gesture, the American-Oriental Finance Cor- 
poration and the Raven Trust Company closed their offices to 
public business. The Asia Realty Company, generally, but mis- 
takenly, understood to be an associate company, remained open 
for business. The latter company, however, is to apply for a 
trustee in the U.S. court, in accordance with a recent Congres- 
sional statute—77B—for reorganization. 


The official statement of the American Oriental Banking Cor- 
poration, issued yesterday, read:— 


-: ‘“Owing to the increasing business depression and the present 
local financial situation that is making it practically impossible to 
maintain sufficient cash balances to meet current obligations, the 
Directors and Officers of the American Oriental Banking Corpora- 
tion have decided that it would be in the best interest of the 
depositors to liquidate the bank at this time when it is believed 


that all depositors in an orderly liquidation will receive 100 per 
cent. of their deposits.” , ae 


_—— 


DEPRESSED MARKET, UNCERTAIN FUTURES 


Interviewed yesterday by .a re- 
Ppresentative of the ‘“North-China 
Daily News,” Mr. F. J. Raven, Presi- 
dent of the American Oriental Bank, 
said:—“After a conference of the 
Directors’ of the Bank, which was 
supplemented..by other financial ex- 
pert advice, we came to the con- 
clusion that, with business conditions 
as they are, we had no other re- 
course, bearing the iriterest of our 
depositors in mind, excepting to sus- 
wend. business. 

“The bank is now in a position to 
pay. 100 cents on the dollar, provid- 
ing business ccnditions continue dur- 
ing liquidation as they are now. Our 
assets will easily provide for this 
payment. We could have continued 
business, but, with a depressed mark 
‘and uncertain financial” futures, we 
agreed _fnet_ our itt duty was the 
restitution of money owing to our 
thousands of depositors,” aa 


Depositors First 


Mr. -Raven, by a chart, explained 
the.indications of steadily-decreasing 
possibilities of continuing business 
here, The graph was based on con- 
ditions since January 1. Were basic 
conditions to decline further, no one 
knew what would happen, he said, 


Latest Bank Statement 
“The following is the condensed 
statement of the bank as of December 
31, 1934:— : 
REsoOuRcES 


Leans and Discounts 
Stocks and Bonds ..... 5 ° 
Furniture and Fixtures .... 130,168.21 
Customers’ Liability under 

BS eamiemapseaines 5S aSSA'sicise. 1,224,437.05 
Customers’ Acceptances «- 1,112,887.99 
Accrued Interest and Ac- 

counts Receivable ........ 121,905.09 


2,320,219.14 
Cash on hand and in Banks 2,117,032.40 
Cash Reserve Against Cir- 

CUlation  ciccccesscecectcwn 32,805.00 


a 


Common “A” U.S. $300,000 869,565.22 
Common “B"” Sh. $1,250,000 1,250,000.00 |: 
Surplus Account U.S. $300,000 - 
Surplus Account ......... 2,250,000.00 
Undivided Profits .......... 407,268.36 |. 
Reserve for Tax, Dividends, * 


whe “Gepréssion contunues-ror_severas 
years, might be able to pay only 
30 per cent. For that reason_ we 
took this drastic measure, Share- 
holders will come after depos‘tors 
have been paid. They have never 
been paid less than 8 per cent. 
dividend on the market value of their 
shares, and, at times, have received 


as much as 25 per cent. on par 
value.” 


Muck of the bank's apparent weak- 
ness, in Mr. Raven’s Opinion, was 
due to the huge sliver purchases by 
the American” Goverhment under the 
Silver Purchase Act. A resultant 
fattor resolved itself into arithmetic— 
depositors’ money had been invested 
in first-class securities, and at the 
moment there 


was no market for 
them. Credit was virtually non- 
existent, 
Had business continued through 


the opening months of this year on 

the same plane as during 1934 there 

would have been no necessity te close 
» the Lank, Mr. Raven added. 


Asia Realty Company 


Concerning the Asia Realty Com- 
pany, Mr. Raven stated that it 
would be reorganized under Federal 
Statute, and with its capitalization of 
$20,000,000. He hoped to be associated 
in an executive capacity under the 
irustec who would be appointed by 
the U.S. Court for China. Primarily 
a realtor, he had confidence in the 
Asia Realty Company when re- 
organized, but declared himself as 
having no intention of re-entering 
the banking business. Contrary to a 
prevailing opinion, Mr. Raven stated 
emphatically that the bank had no 


interest in the so-called allied com- 
panies, meaning the American- 
Oriental Finana2 Corporation, the 


Raven Trust Company, and the Asia 
Realty Company. Further, the bank 
- had not invested in real estate ven- 


tures, 
Th: Raven Trust Company was 
organized in 1914, the bank in 1917, 


and the Asia Realty and the Finance 
Compeny in 1922. In the early part 
of the last decade, the bank had 
several! branches in outports, all of 
which were closed with the excep- 
tion of the Tientsin branch. This 
latter was closed yesterday at the 
same time as the head office. 


The depositors in the American 
Oriental Banking Corporation were 
drawn from all nationalities and all 
elasses in this part of the world. 
Prominent were a large number of, 
Russians, Chinese, and Americans, 7, 
great many missionaries being among, 
the latter. It was learned yesterday * 
that Mr. C. S. Franklin is being sent{ 
to Peiping by aeroplane, there to re 
quest the necessary action of th 


U.S. Court for China, Judge Milton J 


Helmick 
present. 


being in Peiping 


S'hai $16,728,070.72 


Asia Realty Statement 


The secretary of the Asia Realty 
Company yesterday issued the fol- 
lewing statement:— 

“The Asia Realty Company has 
applied to the U.S. Court for China 
for the appointment, under Section 
77 B. of a Trustee with discretionary 
powers who will supervise the opera- 
lions of the Asia Realty Company in 
conserving its assets for the benefit 
of its security holders, fearing the 
Possible sympathetic reaction on ac- 
ccunt of the voluntary liquidations 
of the American Oriental Banking 
Corporation, the American Criental 
Finance Corporhtion. and the Raven 
Trust Company. This Procedure will 
allow an orderly retiring of obliga- 
tions without sacrificing the equities 
securing debenture holders, other 
creditors, and the general sharehold- 
ers. 

“It is expected that, upon the 
trustee’s complete disposal of loan 
certificates as a liability, the powers 
of the trustee. will no longer be requir- 
ed for the continued normal operation 
of the Company.” 


Underwriters Savings Bank 


A minor run started on the Under- 
writers Savings Bank on the Bund 
yesterday morning. The situation, 
however, became normal by 3 p.m. 
Mr. N. Yakoonnikoff, director and |. 
vice-president of the bank, in an 
interview with a representative of the 
“North-China Daily News.” yesterday 
afternoon, stated that no more than 
$20,000 to $25,000 was withdrawn by 
depositors of small sums during the 
day. The run started in the morn. 
ing, following the closure of the 
American Oriental Banking Corpora- 
tion. This was probably due to some 
mistake of certain persons in con- 
necting the two concerns, although 
they were not affiliated at all. 

“We had plenty of silver and money 
in our vaults,’ Mr. Yakoonnikoftf 
stated. “In order to satisfy our de- 
positors, the closing hour of the bank 
may be extended to 5 p.m. or even 
to a later hour.” The interviewer 
visiting the place found no necessity 
of such extension, as by 3.15 p.m. 
there were but two or three persons 
doing business with the firm over th 
COUNLCT. — apnea ED re. 
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Ameriean  Orienial 


Beeause of aggravated local fin- i that the 
ain-: 
purchasing | 


aneial conditions, attributed m 
tly to the U.S. silver 
iplan which has caused a shortage 
of the metal here and has tightened 
jup credit, three pioncer American 
banking ‘and investment houses 
ihave decided to suspend business 
Jana to go into voluntary liquida~ 


i, tion. The companies are known as: 


the “American-Oriental” group 
land are: The American Oriental 
j| Banking Corporation, the Ameri- 
lican-Oriental Finance Corporation, 
‘land the Raven ‘Trust Company. 

| Yesterday the American-Oriental 
| Banking Corporation 
| following statement in regard to 
‘the decision of the board of direc- 
tors to liquidate the company: .: 

! “Owing to the increasing business 
-idepression and the,present local 
‘financial situatizy- that is. making 
‘it practically imvossible to’ main- 
;tnin sufficient cash balances to 
imeet current obligations, the direc- 


;tors and officers of the American' the Asia Realty Company in con- 


Oriental Banking Corporation have 
;decided that it would be in the 
time 


j liquidate the bank at this 


when it is believed 


; deposits.” 

No Silver To Carry Gn 
' In an exceedingly 
luiew yesterday with a CHina Pres: 
‘reporter, Mr. F. J. Raven, president 


‘Corporation, the American-Oriental 
Finance Corporation, and the 


‘on the action taken by the com- 
} panies. 


quidation of the Ameryican-Oriental 
Banking Corporation," Mr. Raven 
said, “apply as well to the other 
two companies. In a word the situa- 
tion can ke attributed to the Amer- 
jican silver purchasing plan which 
| has drained silver from the coun- 
‘try. There is no silver to carry on. 
As a result, securities here are un- 
settled and it is difficult to raise 
cash. Credit has also been cut. 
When it is realized that 80 per cent 
,of business is done on credit and 
when credit disappears, the effect 
on business is not hard to see. 
“The present situation is not a 
new one and is the result of a 
general development over the past 
six months. All three companies are 


fully. But the US. silver purchas- 
ing plan will undoubtedly continue 
and while one cannot forecast, it 


business will continue. On the 
other hand, it may not, But we are 
‘ltaking the precaution of liquidating 
now so that the depositors, share- 
holders, and creditors will be pro- 
‘|tected. The step is being taken en- 
tirely for the benefit of depositors. 
As you notice in the bank's state- 
ment, we believe depositors will re- 
ceive 100 per cent of their deposits. 
If we were to wait now and would 
Mquidate later, the downward trend 
of business*continuing, it is likely 

cRNA LIAO SRE EE RDS S 


frank inter-; 
‘of the American-Oriental Banking : 
;Raven Trust Company, commented { 


| “The reasons stated for the li-; 


CHINA 


HE 
U.S. saver Purchase Plan Ts ~ 
/ BRamed For Bank Liquidation 


Bank, 
Pinance Corp., Raven Trust Co. Will Enter 

a: . : 5 of 
Voluntary Liquidation ; Expected To Pay 100 % 


H 


} 


‘would be mace, 


4 


| 


ris ni 


‘issued the | In 


tbest interest of the depositors to: 


that all de-: 
positors in an orderly liquidation | 
| will receive 1€O per cent of their | 


solvent, all were operating success- |" 


seems that the downward trend of|: 
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American Oriental 


| 

| 7 

la 

jd 

percentage of payment ie 

to the espositors would be much ;S 
less.” . tf 
Mr. Raven said that he hoped { 

iquidacion proceedings would dE | 


quickly organized, so that by the |, 


‘Sezinning of next week payments ; 


to devositors could start. Payments |, 
Mr. Raven said, ! 
on a yercentage stasis and «might |} 
extend over a period of months. | 
Asia. Realty Unaffected t 
The Asia Realty Comovany, of j& 
which Mr. Raven is also presittent. | “ 
ot directly affected by the step |? 
the other three companies. | , 
this connection, Mr. T. F./h tion or th 
(Continued on Page 2,.Col. 2.,. ,% combined 
ia ae yp jPi in 1931 
av 


fol- * 


of 

€ trust corporation. Th 

Bssets of the companies 

were Sh.$65.000,000. . 
pen I 

The Americ. pea 


McRae. secretar issued the 


lowing statement: “The Asia Reality. Cop an-Oriental Bankin 
Cempany hes plied to the US. ee Piles first openad ee 
| Court for China tor the appoint- ches were meets 1, 1917, Bran- 
ment. uncer section 11-B. af a Chungking, Fooch: shed in Amoy, 
trustee With discretionary powers * chow, and Tientsin 


but because of political 
only the Tientsin iene 
Sane ee The bank has from 
the 2:00 to 10,000 depositors of 40 na- | 
pa nalities. Many of the depositors 
jars _ussian. Total deposits in the 
} bank are about $10,000,000; surplus | 
pee reserves, about $2,177,000; paid- | 
ican-Orienta] Finance Corporation. | Shouc Sint 30,000, Stock ae ot 
and the Raven Trust Company. | ors, At as opens wee 
Bae ie eee eee ee rized as follows: 50,000 shares | 


who supervize the operations ‘of 
serving its assets lor the benefit o 
Jits security holders; fearing 
possible sympathetic reaction 
Aecount of the voluntary liquida- 
tions cf the American-Oriental 
.Banking Corporation, the Amer- 


ly retiring of obligations without Usson BABS “A” par value | 
Sacrificing the equities securing de- crock ine 000 ~shares common! 
holders, other *,20 par; 50,000 shares: 


‘benture . creditors, 

jand_ the. general shareholder. Te is Preece 
expected that upon the trustee's ng par. 
- ‘ecomplete disvosal of loan certificate oe 
Thas a lability the powers of the 
: }trustee will no longer be required yy, 
{for the continued normal operation ; 
of the company.” 


ock “A.” par U.S.$10: | 
shares preferred stock aa | 


closed pending ‘ 
liquidator | 
Mr. McRae tolj a Curna Press re-Several Russian depositors eure! 
the actual | 
was explained they were 
c ussian deposits are said to! 
total from $3,500,000 to $4,000,000. | 


was made at a meeting of thecalm. R 
soard of directors held yesterday 
It does not imply, he said, that th: 
company is going to be reorzganized 
The step was taken as a safeguara 
and it is possible that the trustee 
will not have to use his powers; 
whatsoever. The step is being taken | 
under Section 77-B of the new 
American laws concerning the safe- 
guarding and reorganization of cor- 
Porations and part of the provisions 
of the section were used in China 
:!for the first time in the reorgani- 
:‘zation of United Theaters. 
Mr. Cornell S. Franklin, legal. ad- 
‘ viser to the Raven interests, will 
leave this morning by plane for 
- Tientsin to take care of the appli- 
cation for liquidation of the three 
companies and of the application 
fer the appointment of a trustee 
for the Asia Realty Company. 

Mr. F. J. Raven, founder of all, 
organizations, is a veteran in the; 
business, having first come to 
Shanghai in 1904. The ‘Raven 
Trust Company was the first of 
Raven interests to be established 
ind was incorporated under Amer- 
can charter in 1914 with’ Mr. 
Raven as nresident and general 
manager. In 1916 the American- 
Sriental Banking Corporation was 
ncorporated under the laws of 
Sonnecticut and in 1922, the Asia 
Realty Company and the American- |. 
Driental Finance Corporation were 
eorporated under the China 
Trade Act. The Raven Trust Com- 

{pany held a controlling share in- 
terest: in the American Oriental 
Finance Gorporation, which in turn |* 
held a similar interest in the Asia 
Realty Company. and the American 
‘Oriental. Banking Corporation. 
Neither of the latter two compenil 

-held. stock in the finance corpo! 
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Mey 27, 1935. hhorning Translation. 


Shun £20 and other 1lcc?l newspapers %= 


ARRIVAL OF 262 HUPEH REFUGEES 


262 refugees, 311 eens ~ eh, 
in  onanghai from Ningpo on th Hsin Ning Shing 


( #e 2 » ) on the moxmertE of hay 256 The se 
refugees were ‘depgetew by the Ningpo authoritics. 
The. 


eau of Public Safety is m@king arrange- 
ments _ nde et benevolent bodies for their repatriation to 
Hupthe 


Nee China Times end other local newspapers %&-= 


CHINESE LOSING CONFIDENCE IN FOREIGN BANKS 


Bhe closure of the American-Oriental Bank 
has seriously shaken the confidence of Chinese in 


foreign benks. It is learnt that many Chinese have 


withdravm their deposits from foreign banks and deposited 
them in Ghinese owned bonkse 


i 25, 1935. / Morning Translat-on. bs a 


Min Pao (official organ of the Kuomintang) s- 


——————— 


THE NEW CRIMINAL CODE: PRISONERS TO BE RSLEASED ON JUDY 1 


On May 24 the Ministry of Justice iss) 5 


RN 


- .4 } the following circular order to Procurators of var, 
PS GOR High Courtst- ‘ 
fe" ok "The new criminal code and the lations 
Bs governing its enforcement have been promulgagétd by the 
a Chinese Government and wili_be put into fgrtc as from 


‘ July le Persons who hav Sean tenced ung the present 
criminal code or who have been chargeg”according to this be 
y code will be released on July 1 if jafese offenccs have : 
i not been made punishable in the ngaf code. 
H 'Procurators and p&gistrates arc hereby 
instructed to make the necesggy arrangements in 
Sure e They should 
eghre July 15 a list of prisoners 
“regulations”. 


In connection with the failure of the 


‘ 3 Ming we Dr. H.H. Kung, Minister of Finance, va 

; 3 in nterview with a reporter yesterday, stated aa 
thas” the Ministry of Finance has instructed the Bank 
te’refund in full all the geposits in the Savings 


Separtment within one monthe The Board of Directors 
of the Bank will be ordered to make good any deficit 
in this respecte 


Min rao publishes the following editorials- 


mV s _- JHE _FATLURE OF THE AMBRICAN - ORIENTAL BANK 


4 
4 


Heavily affected by the depression in 
the realty business, the American-Oriental Denk closed i 
its doors on May 24. 

The failure of the concern should 
serve as a Warning to local banks not to dail any 
more in land business in the Settlements, but to invest . re 
tneir money in agriculture. 


China Times publishes the following commen ti- 


The closure of the American-Oriental 
Bank is an effective Warning to those Chinese who 
blindly place their trust in forecign banks. 

; We have no intention to leucgh at another's 
misfortune but we must acknowledge that the failure of 
the Bank.should be a good lesson to us. Not all 
foreign banks in Shanghai are organized on Lirm 
foundations or do tusiness in a prudent menner. _ 
oo people should place more trust in their own 

: : 
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The Chinese Authorities should instruct 
the management of the Amerioan-Oriental Bank to refund 
the deposits of all Chinese. They should hereafter 
pince a stricter supervision over foreign banks so that 
the welfare of the Chinese pcople may be adequately 
protected. 
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